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Sears, Roebuck and Co, 


A New York corporation, Sears originated from an enterprise 
established in 1886. The company (Sears and consolidated 
subsidiaries) is headquartered in Sears Tower, Chicago. 

The company’s principal business groups are: 

Merchandise —consists of merchandising, credit and 
international units for which separate financial statements are 
presented: 

Merchandising distributes broad lines of merchandise and 
services in the United States through 854 retail stores and 
2,778 sales offices and other facilities. 

Credit provides credit services to merchandising 
customers. Credit has approximately 25 million active 
customer credit accounts, which accounted for 52.1 per 
cent of total Merchandising sales in 1980. 

international conducts retail merchandise and credit 
operations in Central and South America, Spain, Mexico 
and Puerto Rico and in Canada through Simpsons-Sears 
Limited (an equity affiliate). 

Allstate —engages in the property-liability insurance, life 
insurance and financial services businesses, principally in the 
United States and Canada. 

Seraco —invests in, develops and operates real estate and 
performs financial services, which include savings and loan, 
mortgage banking and mortgage guaranty insurance 
activities. 

The company employs approximately 390,000 people 
worldwide, including part-time employes. 

Sears 315.3 million common shares are owned by 350,000 
shareholders. Through The Savings and Profit Sharing Fund of 
Sears Employes, our 248,039 employe members (counted as 
one shareholder) own 71 million shares or 22.5 per cent of the 
outstanding common shares as of December 31, 1980. 

Format of presentation —for the first time, in this report, the 
operating results of the Merchandising, Credit and International 
units have been aggregated to become the Merchandise Group 
(a title previously used to identify only Merchandising). 


Annual meeting 

The annual meeting of the shareholders of Sears, Roebuck and 
Co. will be held in the Radisson South Hotel, 7800 Normandale 
Blvd., Bloomington, Minnesota, on Monday, May 18,1981, at 
9:30 A.M., Minneapolis time. 

Transfer agent 

The Resident Transfer Agent and the Stock Transfer Division of 
Sears, Roebuck and Co. are located in the Treasurer’s Office, 
Department 969—34th Floor, Sears Tower, Chicago, Illinois 
60684. 

Correspondence regarding your shareholder or dividend 
account should be addressed to Paul H. Thomas, Senior 
Assistant Treasurer. 

Registrar 

The First National Bank of Chicago 

Auditor 

Touche Ross & Co. 

Chicago, Illinois 

Other information 

This annual report contains selected information included in 
Sears 1980 10-K annual report filed with the Securities and 
Exchange Commission. A copy of the 10-K report is available, 
without charge, upon request. A copy of The Sears-Roebuck 
Foundation annual report is also available upon request. 

Inquiries regarding this annual report, or requests for the 
10-K Report, should be addressed to: 

R. P. Greer 
Assistant Treasurer 
Department 969C 
Sears, Roebuck and Co. 

Sears Tower 
Chicago, Illinois 60684 
Phone: 312-875-1466 
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Sears, Roebuck and Co. 1980 Annual Report Highlights 


millions, except per share data 

1980 

1979 

%change 

Operating revenues 

Merchandise Group 

Merchandising 


$16,840 

0.2 

Credit 

968 

934 

3.7 

International 

874 

775 

12.7 

Total Merchandise Group 

18,707 

18,549 


Allstate Group 

6,197 

5,784 

7.1 

Seraco Group 

420 

361 

16.1 

Corporate 

71 

14 

— 

Intergroup transactions 

(200) 

(159) 

— 

Total operating revenues 

$25,195 

$24,549 

2.6 

Net income consists of: 

Group income (loss) 

Merchandise Group 

Merchandising 

209 

367 

(43.1) 

Credit 

(34) 

14 

— 

International 

30 

50 

(40.5) 

Total Merchandise Group 

205 

431 

(52.5) 

Allstate Group 

450 

422 

6.8 

Seraco Group 

49 

41 

18.4 

Net corporate expense 

(98) 

(84) 

— 

Net income 

$606 

$810 

(25.2) 

Per share 

1.92 

2.54 

(24.4) 

Dividends 

429 

409 

4.9 

Per share 

1.36 

1.28 

6.3 

Capital additions 

481 

525 

(8.4) 

Long-term debt 

2,962 

2,972 

(0.3) 

Shareholders’ equity 

7,689 

7,467 

3.0 

Per share 

24.38 

23.53 

3.6 
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Message to Shareholders 


For Sears, 1980 was a year of financial disappointments. 
However, it was also a year in which we made major 
organizational and operational changes that will form the 
underpinnings for a resumption of growth. 

Net income for 1980 was $606 million, compared with $810.1 
million in 1979. Earnings per share were $1.92, which was 
down from last year’s $2.54 per share figure. Total operating 
revenues for 1980 were $25.19 billion, 2.6 per cent higher than 
$24.55 billion in 1979. Dividends per share for the year totaled 
$1.36, eight cents above the previous year’s total of $1.28. 

For the second year in a row, our merchandising operations 
were buffeted by recession in many of our markets and 
reflected the eroding effects of inflation. The impact of these 
continuing economic problems was compounded in March, 
when the Federal Reserve Board announced credit restrictions 
which further undermined consumer confidence. The resulting 
decline in Merchandise Group earnings more than offset the 
improved results recorded by the Allstate Group and the 
Seraco Group. 

We have taken several steps to address the overall declines in 
earnings over the past two years on both a short-term and 
strategic, long-term basis. 

Corporate structure reorganized 

Chief among these steps is a new corporate organization, 
which became effective on Jan. 1,1981. It is predicated on two 
fundamental assumptions: that the role of the corporate office 
is to focus on the strategic issues of planning, administration, 
finance and diversification; and that the role of the operating 
heads of our three principal business groups is the day-to-day 
management of the merchandising, insurance, real estate and 
financial services businesses. 

One key goal of the new organization is to assure that capital is 
allocated to the projects and businesses that hold promise of 
the greatest return. The new organization is described more 
fully on page six. 

Merchandise Group streamlined 

In addition to the corporate reorganization, the Merchandise 
Group streamlined its operations in an effort to improve gross 
margins and control costs. This included consolidation of 
territorial offices and administrative units, and an early 
retirement incentive plan accepted by nearly 1,500 
management employes, most of whom were employed in the 
Group. The consolidation and early retirement plan together 
are intended to result in an annual savings of some $125 
million. 

In addition to these organizational changes, an aggressive 
marketing program was launched aimed at reinforcing the 
fundamental strengths of Sears in the mind of the consumer. 

The merchandising reorganization and marketing plans are 
described in depth on page 24. 
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Edward R. Telling 


Allstate Group 

The Allstate Group of companies reached new highs in 
revenues and earnings in 1980, despite a tough competitive 
environment. High yields on investments prompted vigorous 
competition for the premium dollar. In general, property-liability 
insurance carriers appeared willing to incur underwriting 
losses, hoping that these losses would be more than offset 
by investment income on the premium funds invested. 

Within this competitive framework and regulatory constraints, 
Allstate has resisted wholly inadequate pricing simply to attract 
and retain business. Although this policy has somewhat 
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restricted sales growth—and will do so again in 1981—it will 
minimize the effect of the underwriting loss cycle on the overall 
earnings of Allstate. 

Allstate’s growth plans for 1981 include a series of new life 
insurance products designed to improve penetration in this 
market. In addition to product line improvements, Allstate 
plans to increase its full-time exclusive agency force in 1981 
while continuing to appoint independent agents in rural areas, 
and in metropolitan areas for commercial insurance. 

A more detailed review of Allstate’s performance and outlook 
can be found on page 42. 

Seraco Group 

The Seraco Group completed a full year of operation as a 
separate business unit. Seraco addresses broad aspects of the 
real estate market—commercial real estate development, 
lending and mortgage insurance. 

Seraco’s Homart real estate unit closed the year with a new 
management structure in place, a diversification strategy 
underway and an all-time high of construction starts. Homart 
had previously focused on the large regional shopping center, 
and although it will continue this type of development, Homart 
is further diversifying into multi-use, business park, office 
building and convenience center development. 

High interest rates and pent-up consumer demand for housing 
have prompted the financial service units to develop new types 
of loans, tap new sources of funds and develop new services to 
new market segments. 

Seraco’s operations and performance are described on page 
50. 

Outlook for 1981 

Barring unforeseen economic events, we look for improved 
performance in the year ahead. Allstate and Seraco—with 
their new product and service lines—and the Merchandise 
Group—with its leaner organization and more aggressive 
marketing programs—will be more competitive. 

However, the larger question facing the retail industry—and, 
therefore, our merchandising operations—is the general health 
of the U.S. economy, inflation, high interest rates, 
unemployment and decreasing percentages of disposable 
income must be brought under control before we see any 
strong improvement in the retail industry. Inflation is a 
particularly difficult problem for retailers, as it is most difficult to 
pass through increased costs to the customer in the current 
highly competitive environment. 

We are pleased that the Administration and the public at large 
are concerned with these problems and have placed such a 
high priority on solving them. Any progress toward restoring 
the health of the economy overall will have an especially 
beneficial effect on the performance of Sears. 


Officers and directors 

During 1980, a number of changes occurred in top 
management at the corporate and group levels as a result of 
restructuring and the early retirement incentive plan. All of 
these changes were announced previously. 

There will be two changes on the board of directors. Preston 
Martin, chairman and chief executive officer of the Seraco 
Group, has been nominated for election to the board of 
directors at the annual meeting of shareholders on May 18, so 
that the head of each business group will serve as a Sears 
director. Mr. Joseph T. Moran Jr. has agreed to withdraw from 
the board in line with the company’s intention that Sears board 
be predominantly outside directors. 

The company is indebted, as I am personally, to the officers 
and to the many others in our management who gave us many 
years of loyal and able service before retiring at the end of 
1980. We are particularly indebted to Mr. Moran for his wise 
counsel and sound judgment as a member of the board of 
directors. 

Sears growth foundations 

The new organization and other steps taken to improve 
performance will build on the strong foundation of Sears. That 
foundation is built around the largest consumer franchise in the 
history of the world, a franchise reflected in all our businesses. 

Our actions, our foundation, and the underlying support of our 
390,000 employes, 350,000 shareholders, and 11,300 
merchandise suppliers give us confidence in the future. 


s 

Edward R. Telling 
Chairman, President and 
Chief Executive Officer 





April 7, 1981 
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Sears, Roebuck and Co. 

Fourth Quarter Consolidated Results 


Revenues rise 4.6 per cent; earnings per share up 10 per 
cent. Worldwide operations produced revenues of $7.26 
billion, up from $6.94 billion in the 1979 fourth quarter. 

Net income for the fourth quarter was $278.6 million, up 9.5 per 
cent. Earnings per share rose 10 per cent to 88 cents per share 
from 80 cents in the 1979 quarter. Ail Groups contributed to 
the earnings improvement. Interest expense impacted 
adversely on credit operations, which registered a loss of $25.4 
million. Seraco Group results included a $23 million after-tax 
gain from the sale of two shopping centers and peripheral land. 
Consolidated net income included net foreign currency 
exchange losses of $9.7 million compared with losses of $4.9 
million in the 1979 quarter. 

Merchandise Group 

Merchandising sales showed an improving trend and increased 
3 per cent in the fourth quarter to $5.03 billion. Merchandising 
reversed five quarters of decline with a 23.9 per cent increase in 
fourth quarter 1980 income. Income was up $31.2 million to 
$161.7 million. Operating income rose 25.9 per cent and 
represented 5.5 per cent of fourth quarter sales compared with 
4.5 per cent of sales in the 1979 quarter. The 1980 fourth 
quarter last-in, first-out (LIFO), charge to eliminate the effect of 
inflation on inventories was $28.3 million less than in the 1979 
quarter. This benefit was substantially offset by nonrecurring 
expenses of $21.1 million. The cost of sales, buying and 
occupancy expense ratio decreased 1.3 percentage points; 
the selling and administrative expense ratio declined 0.2 
percentage points. 

Credit revenues in the fourth quarter declined 4.7 per cent to 
$247.1 million. Interest expense increased 27.5 per cent to 
$162 million due to escalating rates on borrowed funds. Credit 
registered a pre-tax loss of $51.1 million for the quarter 
compared with a loss of $3.5 million in the 1979 quarter. The 
loss after income tax benefits was $25.4 million for the 1980 
quarter compared with a loss of $1.8 million in the year-ago 
period. 


International revenues increased 16.5 per cent to $277.8 
million in the fourth quarter. International income was down 
$4.8 million, or 16.5 per cent, to $24.3 million. Increased 
interest expense and lower income from unconsolidated 
companies were the principal factors. 

Allstate Group insurance premiums and all other revenues 
earned totaled $1.6 billion for the fourth quarter of 1980, up 
$102 million over the prior year period. The insurance market 
continued to be affected by keen price competition. 

Allstate Group income was $111.2 million in the 1980 fourth 
quarter compared with $109.1 million in the same period of 
1979. A decrease in property-liability insurance underwriting 
results was substantially offset by the related tax benefit 
and by increases in investment income and realized capital 
gains. 

The combined ratio of claims and expenses to premiums 
earned for the property-liability insurance business was 103.0 
for the fourth quarter, of 1980 compared with 100.3 in 1979. 
Investment income, before income taxes, of the property- 
liability insurance companies rose 7 per cent to $113.2 million 
for the fourth quarter compared with $105.7 million in the prior 
year period. This increase reflected both a greater amount of 
funds invested and a higher yield on the portfolio. Net capital 
gains realized from sales of investments totaled $25.1 million, 
before income taxes, for the fourth quarter, up from $2 million 
for the year-earlier period. 

Seraco Group revenues rose 18.8 percent to $117.6 million. 
Revenues from real estate rentals and services were up 46.8 
per cent. Interest and fees on mortgage loans and investments 
rose 11.4 per cent. Group income, including $23 million gain on 
sale of property, was $28.2 million compared with $10.6 million 
in the 1979 quarter. 
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Consolidated Statements of Income Fourth Quarter 


millions, except per share data 


3 Months Ended January 31 


1981 

1980 

% Change 

Operating revenues 

Merchandise Group 

Merchandising 

$5,029.2 

$4,881.5 

3.0 

Credit 

247.1 

259.2 

(4.7) 

International 

277.8 

238 4 

16.5 

Total Merchandise Group 

5,554.1 

5,379.1 

3.3 

Allstate Group 

1,600.7 

1,499.0 

6.8 

Seraco Group 


99.0 

18.8 

Corporate 

50.2 

7.7 

— 

Intergroup transactions 

(60.4) 

(40 8) 

— 

Total operating revenues 

7,262.2 

6,944.0 

4.6 

Operating expenses 

Costs and expenses 

6,602.5 

6,359.3 

3.8 

Nonrecurring expenses (retirement incentive) 

21.7 

— 

— 

Interest 

342.0 

276.9 

23.5 

Total operating expenses 

6,966.2 

6,636.2 

5.0 

Operating income 

296.0 

307.8 

(3.8) 

Realized capital gains and other 

52.9 

18.9 

179.9 

Income before income taxes, equity in net income of unconsolidated companies 
and minority interest 

348 9 

326.7 

6.8 

Income taxes 

78.1 

86.2 

(9.4) 

Equity in net income of unconsolidated companies and minority interest 

7.8 

139 

(43.9) 

Net income 

$ 278.6 

$ 254.4 

9.5 

Net income consists of: 

Group income (loss) 

Merchandise Group 

Merchandising 

161.7 

130.5 

23.9 

Credit 

(25.4) 

(1-8) 

— 

International 

24.3 

29.1 

(16.5) 

Total Merchandise Group 

160.6 

157.8 


Allstate Group 

111.2 

109.1 


Seraco Group 

28.2 

10.6 


Net corporate expense 

(21.4) 

(23.1) 

— 

Net income 

$ 278.6 

$ 254.4 


Per share 

.88 

.80 


Average shares outstanding 

315.3 

317.6 



The fourth quarter consolidated statements of income should be read >n conjunction 
with the summary of significant accounting policies and accompanying notes to the 
Consolidated and Group related financial statements. 
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Corporate senior management consists of Edward R. Telling, seated, and (from 
left} Donald F Craib Jr, Philip M. Knox Jr., Philip J Purcell, Charles W. Harper 
and Richard M Jones 


The corporate restructuring of Sears in 1980 recognizes the 
realities of a company that owes its roots to one business but 
grew naturally into others. It is a significant phase, but still just 
one of many in the evolution of Sears, Roebuck and Co. 

Sears itself began as a mail order company, and did not open 
its first retail outlet until its 39th year of business. 

Allstate got its start 50 years ago as a mail order insurance 
company doing business through the Sears catalog. Its initial 
growth was largely attributable to the sale of insurance in Sears 
stores by Allstate agents. The Seraco Group's Homart 
Development Co.—now diversifying into several different lines 
of commercial construction—was launched in 1959 to build 
shopping centers where a Sears store would be one of the 
anchors. The financial services side of Seraco originated within 
Allstate. 

Both Allstate and Seraco are outgrowths of the merchandise 
business. But Allstate has long been a potent force in the 
insurance business in its own right; and Seraco, while relatively 
new, has reached well beyond its originally scheduled goals. 
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While evolving from historical circumstances, the new 
organization recognizes that previously interrelated businesses 
have become more autonomous. In so doing, the structure 
provides for day-to-day running of each business by the chief 
executive of each group. The role of corporate staff is to define 
broader corporate goals and strategies, and to allocate 
resources to achieve those objectives. 

The management philosophy 

The management philosophy behind the reorganization is 
based on five commitments: 

• to strong, decentralized operating companies; 

• to a small and highly capable corporate staff; 

• to direct key resources—capital and people—most 
effectively; 

• to multiple career routes for key managers; and 

• to a strong leadership role for the corporate strategic 
planning committee. 

The organization 

Reporting to Mr. Teliing are the chairmen of the Allstate, 
Merchandise and Seraco Groups, as well as the vice 
chairman-chief financial officer, vice chairman-corporate 
administrative officer, vice president-corporate planning, vice 
president and corporate general counsel, and vice president 
and secretary. This group assists the chairman in setting goals, 
monitoring performance, coordinating functions and reporting 
results. 

The chief financial officer, corporate administrative officer, 
corporate planning officer and the three business group chief 
executives join Mr. Telling to form the strategic planning 
committee. 

Resource allocation 

A major commitment of this organization is allocation of 
resources to maximize the rate of return—both short and long 
term. 

The strategic planning committee has established performance 
criteria that are applied to all three major businesses—as well 
as any businesses to come—to determine which opportunities 
will receive corporate capital and business group manpower. 

The criteria also recognize that each business group is in a 
different stage of maturity, and that each has different 
opportunities. 

The Merchandise Group, for example, is well-represented 
geographically and is a mature business, relative to the others. 
Within merchandising, investments will be geared to achieving 
productivity gains while accommodating selective expansion 
into growing market areas. 

Allstate’s major growth opportunities center around its life 
insurance and commercial lines. Resources will be aimed at 
stimulating growth in these areas, while encouraging continued 
expansion of the other property and liability lines. 

Seraco is a young organization with many different avenues of 
growth open to it. It is well positioned to choose among those, 
and to capitalize on areas of greatest potential. 
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Sears, Roebuck and Co. 

Analysis of Consolidated Operations and Financial Condition 


This analysis should be read in conjunction with the discussion 
of the results of operations and financial condition of each of 
the company's principal business groups: Merchandise, page 
29; Allstate, page 45; and Seraco, page 52. 

Since 1975 (i.e., the fiscal year ended January 31,1976), there 
has been a significant shift in the contributions of the 
Merchandise Group and the Allstate Group to consolidated 
operating revenues and consolidated net income. In 1975, the 
Merchandise Group accounted for 82 per cent of operating 
revenues and 90 per cent of net income; in 1980, these 
percentage contributions dropped to 74 per cent and 34 per 
cent, respectively. In 1975, a year of abnormal underwriting 
losses, the Allstate Group accounted for 18 per cent of 
operating revenues and 15 per cent of net income; in 1980, 
these percentage contributions increased to 25 per cent and 
74 per cent, respectively. 

The change in the relative contribution of the Merchandise 
Group to consolidated revenues and income since 1975 
primarily reflects an adverse economic environment and highly 
competitive conditions in the general merchandise industry in 
recent years. During this period, consumers have been 
burdened by the eroding effects of inflation. The reduction in 
housing starts, rising unemployment and temporary credit 
restrictions in 1980 have contributed to reduced demand for 
general merchandise. In addition, merchandise selling prices 
have been constrained by competition and consumer price 
sensitivity which prevented a full recovery of increases in 
operating costs. Regulatory constraints have prevented a full 
recovery of increased interest costs. The change in the relative 
contribution of the Allstate Group to consolidated revenues 
and income since 1975, results primarily from inflation-induced 
increases in premium revenues which permitted higher levels of 
investments at higher yields and thus, greater investment 
income. 


1980-79-78 results 

Consolidated operating revenues rose 2.6 per cent in 1980 to 
$25.19 billion and 0.2 per cent in 1979. The Allstate Group 
registered revenue increases of 7.1 per cent in 1980 and 10.4 
per cent in 1979. The Merchandise Group, the company’s 
largest revenue producer, reported a revenue increase of 0.9 
per cent to $ 18.7 billion in 1980, following a decrease of 2.8 per 
cent in 1979. Revenues of the Seraco Group rose 16.1 percent 
in 1980 and 19 per cent in 1979, principally due to increases 
from savings and loan operations. 

Operating costs and expenses as a per cent of consolidated 
operating revenues trended upward from 91.6 per cent in 1978 
to 92.1 per cent in 1979 and 92.9 per cent in 1980 due 
primarily to inflationary pressures. 

Nonrecurring expenses in 1980 were $86.5 million relating to 
an early retirement incentive of $66.7 million and a customs 
settlement provision of $19.8 million. 

Interest expense lumped 24.3 per cent in 1980 and 23.7 per 
cent in 1979 mainly as a result of higher rates. Thus, interest 
expense represented 4.5 per cent of 1980 operating revenues 
compared with 3.0 per cent in 1978. The increase in interest 
expense has particularly affected the results of credit 
operations, the principal user of external funds. 

Income taxes were 12.6, 28.3 and 36.2 per cent of pre-tax 
earnings in 1980, 1979 and 1978. The effective tax rates for 
1980 and 1979 decreased principally because of increases in 
the ratio of tax exempt income of the Allstate Group to 
consolidated pre-tax income. 

Consolidated net income declined 25.2 per cent tn 1980 and 

12.1 per cent in 1979 after reaching a peak of $922 million in 
1978. The decline is attributable to the Merchandise Group, 
dov/n 52.5 per cent in 1980 and 13 4 per cent in 1979. 
Consolidated net income expressed as a per cent of average 
shareholders equity decreased to 8.1 per cent in 1980 from 

11.2 per cent in 1979 and 13.5 per cent in 1978. 
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Sears Roebuck and Co. 

Analysis of Consolidated Operations and Financial Condition, continued 


Liquidity, capital resources and requirements 

The company’s primary source of cash is from operations, i.e., 
internally generated funds. This includes, in addition to net 
income, non-cash charges to income such as depreciation, 
deferred income taxes and insurance reserves, as well as the 
net increase/decrease of assets and liabilities arising from the 
day-to-day operations of the company’s business. The balance 
of the company’s cash needs have been met through long-term 
borrowings, short-term borrowings (primarily to finance 
customer receivables, principally through the issuance of 
commercial paper supported by unused bank lines of credit), 
sales of receivables to banks, conventional leasing, leveraged 
financing of several distribution facilities, mortgage financing 
and sale of Seraco Group real estate investments and sales of 
other investments. 

Major sources and uses of cash over the past three years are as 
follows: 


Millions 

1980 

1979 

1978 

Provided from operations 

$1,530 

$1,183 

$1,865 

Short-term borrowings 

119 

54 

(105) 

Long-term debt proceeds 

25 

521 

177 

Dividends to shareholders, net 

(421) 

(395) 

(402) 

Property and equipment additions, net 

(368) 

(361) 

(336) 

Investment additions, net 

(1.022) 

(620) 

(878) 

Other, net 

57 

(189) 

(150) 

Net change in cash and invested cash 

S (80) 

$ 193 

$ 171 

Cash and invested cash 

Beginning of year 

867 

674 

503 

End of year 

787 

867 

674 

Changes in the company’s total capitalization are shown in the 
following table of year-end balances: 

Millions 1980 1979 1975 

Short-term debt $ 4,304 29% 

$ 4,185 

29% $ 2.988 

30% 

Long-term debt 2.962 20% 

2,972 

20% 1,790 

18% 

Shareholders' equity 7,689 51% 

7.467 

51% 5,287 

52% 

Total capitalization $14,955 100% 

$14,624 

100% $10,065 

100% 


Shareholders’ equity continues to represent more than 50 per 
cent of total capitalization. The slight shift in mix of debt from 
short-term to long-term since 1975 reflects the company’s 
efforts, which are continuing, to reduce its dependence on 
short-term debt. 1980 was an inopportune time to fund through 
the long-term debt market, but in 1979, the company raised 
$521 million through new long-term issues at a weighted 
average interest rate of 9.0 per cent. 

The fixed charge coverage ratio (defined on page 9) was 3.21 in 
1975 compared with 1.67 in 1980. This change resulted 
primarily from higher interest rates and to a lesser extent from 
higher borrowings. Total short-and long-term debt increased 
52 per cent from the end of 1975 to the end of 1980; interest 
expense increased $779 million or 219 per cent during that 
period. 

The Merchandise Group has contractual commitments for 
capital expenditures for new and enlarged facilities totalling 
$173 million for the period 1981-1983 as well as plans for 
additional expansion during that period. Seraco Group 
commitments for projects presently under construction are 
approximately $80 million and significant new projects are 
expected over the near term. Other major requirements over 
the next three years include amounts for anticipated growth in 
customer receivables balances, replacement in 1983 of the 
agreement with banks for their purchase of customer 
receivables, and long-term debt maturities of approximately 
$489 million. No difficulty is anticipated in meeting future 
budgeted funding requirements of existing businesses. 

The total assets of the company provide corporate 
management with flexibility in allocating financial resources to 
projects and businesses that provide the greatest opportunity 
for future growth. 

A discussion of the impact of inflation on the financial 
statements is presented on pages 22 and 23. 
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Sears, Roebuck and Co. 

Six-Year Summary of Consolidated Financial Data 


Operating results millions 

1980 

1979 

1978 

1977 

1976 

1975 

Total operating revenues 

$25,195 

$24,549 

$24,490 

$22,906 

$19,643 

$17,711 

Costs and expenses 


22,615 

22,437 

21,106 

18,216 

16,536 

Interest 

1,134 

912 

737 

480 

365 

355 

Operating income 

581 

1,022 

1,316 

1,320 

1.062 

820 

Per cent of revenues 

2.3 

4.2 

5.4 

5.8 

5.4 

4.6 

Realized capital gains and other 

93 

63 

80 

(4) 

(9) 

24 

Net income 

606 

810 

922 

838 

694 

522 

Per cent return on average equity 

8.1 

11.2 

13.5 

13.4 

12.1 

9.8 

Income to fixed charge ratio* 

1.67 

2.30 

3.07 

3.79 

3.80 

3.21 

Total funds used 

1,959 


2,174 

3,030 

1,478 


Funds provided from operations 

1,530 

1,183 

1,865 

660 

754 



•Based on net income plus fixed charges and income taxes, less undistributed net income of unconsolidated subsidiaries. Fixed charges exclude interest on 
savings and loan deposits, but include an interest element (one-third) implicit in operating lease rentals 


Financial position millions 


Customer accounts receivable 

$ 7,111 

$ 7,132 


$ 6,634 

$ 5,648 

$ 5,231 

Merchandise inventories 

2,722 

2,719 


2,709 

2,283 

1,939 

Investments 

11,419 

10,011 

9,097 

8,018 

5,783 

4,884 

Property and equipment (net) 

3,156 

3,053 

2,944 

2,850 

2,760 

2,692 

Total assets 

28,054 

26,587 

24,731 

23,341 

19,175 

17,135 

Short-term debt 

4,304 

4,185 

4,132 

4,237 

3,293 

2,988 

Long-term debt 

2,962 



2,327 

2,073 

1,790 

Total debt 

7.266 

7,157 


6,564 

5,366 

4,778 

Per cent of debt to equity 

94 

96 


101 

91 

90 

Shareholders' equity 

7,689 

7,467 

7,092 

6,524 

5,921 

5,287 

Shareholders’ common stock investment 

Book value per share (year end) 

$24.38 

$23.53 

$21.98 

$20.27 

$18.56 

$16.67 

Shareholders (Profit Sharing Fund 
counted as single shareholder) 

349,725 

339,459 

326,086 

286,773 

267,541 

270,733 

Average shares outstanding (millions) 

316 

319 

322 

320 

318 

316 

Net income per share 

1.92 

2.54 

2.86 

2.62 

2.18 

1.65 

Dividends per share 

1.36 

1.28 

1.27 

1.08 

.80 

.925 

Dividend payout per cent 

70.8 

50.4 

44.4 

41.2 

36.7 

56.1 

Market price (high-low) 

19%-14'/2 

21 %—17 

27y4-19% 

32 3 /4-24Vb 

39%-30% 

37V4-28% 

Closing market price at fiscal year end 

1574 

17'/a 

21’A 

25Va 

31’A 

343/4 

Price/earnings ratios (high-low) 

10-8 

8-7 

9-7 

13-9 

18-14 

22-17 
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Sears Roebuck and Co. 
and Consolidated Subsidiaries 


Responsibility for financial statements 

The financial statements, including the financial analysis and all 
other information in this annual report, are the responsibility of 
the company. The financial statements herein have been 
prepared from accounting records which the company 
believes fairly and accurately reflect its transactions and 
financial position. The company has established a system of 
internal control which it believes provides reasonable 
assurance that, in all material respects, assets are maintained 
and accounted for in accordance with its authorizations 
and transactions are recorded accurately on its books and 
records. 

The company’s comprehensive internal audit program 
is designed for constant evaluation of the adequacy and 
effectiveness of the internal controls and measures 


adherence to its established policies and procedures. The 
company’s formally stated and communicated policy demands 
of employes high ethical standards in their conduct of its 
business. 

The Audit Committee of the Board of Directors is composed 
entirely of directors who are not employes of the company. The 
committee reviews audit plans, internal controls, financial 
reports and related matters and has unrestricted access to the 
public accountants and to the internal auditors with or without 
management attendance. 

Touche Ross & Co., independent certified public accountants, 
have examined the financial statements of the company. Their 
opinion on the financial statements follows. 


Auditors Report 

To the Shareholders and Board of 
Directors of Sears, Roebuck and Co.: 

We have examined the Consolidated Statements of Financial 
Position of Sears, Roebuck and Co. and Consolidated 
Subsidiaries as of January 31,1981 and 1980 and the related 
Consolidated Statements of Income, Shareholders’ Equity and 
Changes in Financial Position for each of the three years in the 
period ended January 31,1981. Our examinations were made 
in accordance with generally accepted auditing standards and, 
accordingly, included such tests of the accounting records and 
such other auditing procedures as we considered necessary in 
the circumstances. 


In our opinion, the financial statements referred to above 
present fairly the financial position of Sears, Roebuck and Co. 
and Consolidated Subsidiaries at January 31,1981 and 1980, 
and the results of their operations and the changes in their 
financial position for each of the three years in the period ended 
January 31, 1981, in conformity with generally accepted 
accounting principles applied on a consistent basis after 
restatement for the change, with which we concur, in the 
consolidation policy as described in note 1 of Notes to 
Consolidated Financial Statements of the company. 


Chicago. Illinois 
March 31, 1981 
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Consolidated Statements of Income 


millions, except per share data 


Year Ended January 31 


1981 

1980 

1979 

Operating revenues 

Merchandise Group 

Merchandising 

$16,865.0 

$16,839.6 

$17,284.4 

Credit 

968.3 

934.1 

914.2 

International 

873.8 

775.4 

888.9 

Total Merchandise Group 

18,707.1 

18,549.1 

19,087.5 

Allstate Group 

6,197.2 

5,783.8 

5,238.5 

Seraco Group 

419.4 

361.3 

303.7 

Corporate 

71.2 

14.4 

— 

Intergroup transactions 

(200.0) 

(159.2) 

(139.9) 

Total operating revenues 

$25,194.9 

$24,549.4 

$24,489.8 

Operating expenses 

Costs and expenses 

23,393.5 

22,615.4 

22,436.7 

Nonrecurring expenses 

Retirement incentive (note 2) 

66.7 

— 

— 

Customs settlement provision (note 10) 

19.8 

— 

— 

Interest 

1,133.9 

912.0 

737.5 

Total operating expenses 

24,613.9 

23,527.4 

23,174.2 

Operating income 

581.0 

1,022.0 

1,315.6 

Realized capital gains and other 

92.8 

63.2 

80.0 

Income before income taxes, equity in net income of unconsolidated companies 
and minority interest 

673.8 

1,085.2 

1,395.6 

Income taxes 

85.2 

s> , 307.1 

504.9 

Equity in net income of unconsolidated companies and minority interest 

17.4 

32.0 


Net income 

$606.0 

$810.1 


Net income consists of: 

Group income (toss) 

Merchandise Group 

Merchandising 

208.6 

366.8 


Credit 

(33.5) 

14.5 


International 

29.7 

49.9 

39.1 

Total Merchandise Group 

204.8 

431.2 

497.7 

Allstate Group 

450.4 

421.8 

428.4 

Seraco Group 

48.8 

41.2 

64.1 

Net corporate expense 

(98.0) 

(84.1) 

(68.7) 

Net income 

$606.0 

$810.1 

$921.5 

Per share 

$1.92 

$2.54 

$2.66 

Average shares outstanding 


319.0 

322.4 


See accompanying notes and Group related financial statements. 
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Sears, Roebuck and Co. 

Consolidated Statements of Financial Position 


millions 


January 31 


1981 

1980 

Assets 

Receivables 

Retail customer 

$ 7,110.5 

$ 7,132.4 

Finance installment notes 

591.2 

672.1 

Insurance premium installment 

589.2 

528.9 

Other 

396.2 

335.4 


8,687.1 

8,668.8 

Investments 

Bonds and redeemable preferred stocks (estimated market $4,542.8 and $4,899.2) 

6,169.6 

5,589.6 

Common and preferred stocks (cost $1,166.4 and $944.2) 

1,438.7 

1,020.1 

Mortgage loans 

3,139.1 

2,869.4 

Real estate 

578.1 

468.7 

Other 

93.8 

62.8 


11,419.3 

10,010.6 

Property and equipment, net 

3,155.7 

3,053.1 

Merchandise inventories 

2,721.6 

2,719.2 

Cash and invested cash 

786.7 

866.6 

Investments in unconsolidated companies 

533.6 

517.0 

Prepaid expenses and deferred charges 

449.3 

430.6 

Other assets 

300.5 

321.0 

Total assets 

28,053.8 

26,586.9 

Liabilities 

Reserve for insurance claims and policy benefits 

4,508.5 

4,161.2 

Short-term borrowings (note 3) 

4,304.1 

4,184.9 

Long-term debt (note 4) 

2,961.9 

2,972.2 

Savings accounts and advances from Federal Home Loan Bank 

2,696.1 

2,411.4 

Unearned revenue 

2,298.6 

2,126.3 

Accounts payable and other liabilities 

2,171.6 

1,772.4 

Deferred income taxes 

1,424.2 

1,491.3 

Total liabilities 

20,365.0 

19,119.7 

Commitments and contingent liabilities (notes 2, 9 and 10) 

Shareholders’ equity (note 5) 

Common shares ($.75 par value) 

244.1 

243.7 

Capital in excess of par value 

640.4 

634.3 

Retained income 

6,840.5 

6,663.9 

Treasury stock (at cost) 

(188.6) 

(150.7) 

Unrealized net capital gains on marketable equity securities 

152.4 

76.0 

Total shareholders’ equity 

$ 7,688.8 

$ 7,467.2 

Total shares outstanding 

315.357 

317.328 


See accompanying notes and Group related financial statements. 
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Consolidated Statements of Shareholders’ Equity 


_ Year Ended January 31 __ 

___ 1981 1980 1979 _ 1981 1980 1979 

(millions) (shares in thousands) 

Preferred shares; authorized 50 million 
shares, $1.00 par value, none issued. 

Common shares—$.75 par value, 500 million 
shares authorized; issued as follows: 


Balance, beginning of year 

$ 243.7 

$ 243.1 

$ 241.4 

324,844.1 

324,051.0 

321,871.8 

Issued to Profit Sharing Fund 

— 

— 

1.3 

— 

— 

1,817.9 

Issued under Incentive Compensation Plan 

— 

— 

— 




Dividends reinvested 

.4 

.6 

.3 




Stock options exercised 

— 

— 

.1 

— 

— 

1.9 

Balance, end of year 

244.1 

243.7 

243.1 

325,335.0 

324,644.1 

324,051.0 

Capital in excess of par value 

Balance, beginning of year 

634.3 

619.3 

572.4 




Issued to Profit Sharing Fund 

— 

— 

38.6 




Issued under Incentive Compensation Plan 

.1 

1.2 

— 




Dividends reinvested 

7.6 

13.5 

7.5 




Stock options exercised and other changes 

(1.6) 

.3 

.8 




Balance, end of year 

640.4 

634.3 

619.3 




Retained income 

Balance, beginning of year 

6,663.9 

6,262.4 

5,750.2 




Net income 

606.0 

810.1 

921.5 




Dividends ($1.36, $1.28 and $1.27 per share) 

(429.4) 

(408.6) 

(409.3) 




Balance, end of year 

6,840.5 

6,663.9 

6,262.4 




Treasury stock (at cost) 

Balance, beginning of year 

(150.7) 

(29.8) 

_ 

(7,516.5) 

(1,419.5) 

_ 

Shares purchased, net of reissued 

(37.9) 

(120.9) 

(29.8) 

(2,461.3) 

(6,097.0) 

(1,419.5) 

Balance, end of year 

(188.6) 

(150.7) 

(29.8) 

(9,977.8) 

(7,516.5) 

(1,419.5) 

Unrealized net capital gains (losses) 
on marketable equity securities 

Balance, beginning of year 

76.0 

(3.4) 

(39.9) 




Net increases 

76.4 

79.4 

36.5 




Balance, end of year 

152.4 

76.0 

(3.4) 




Total shareholders’ equity 
and shares outstanding 

$7,688.8 

$7,467.2 

$7,091.6 

315,357.2 

317,327.6 

322,631.5 
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Sears, Roebuck and Co. 

Consolidated Statements of Changes in Financial Position 


millions 


Year Ended January 31 


1981 

1980 

1979 

Source of funds 

Net income 

$ 606.0 

$ 810.1 

$ 921.5 

Depreciation 

279.3 

263.3 

253.0 

Deferred income taxes 

(151.3) 

117.8 

88.1 

Undistributed net income of unconsolidated companies 

8.0 

(23.2) 

(23.7) 

Change in operating assets and liabilities 

787.9 

14.1 

586.1 

Stock issued to profit sharing fund 

— 

— 

40.0 

Stock issued under incentive compensation plan 

.1 

1.2 

— 

From operations 

1,530.0 

1,183.3 


Proceeds from long-term debt and net increase in short-term borrowings 

144.0 

574.8 


Net increase in savings account deposits and advances from 

Federal Home Loan Bank 

284.7 

277.5 

237.3 

Total source 

$1,958.7 

$2,035.6 

$2,174.3 

Use of funds 

Net investment additions 

$1,022.2 

$ 620.0 

$ 878.1 

Net additions to mortgage loans and finance installment notes 

152.1 

333.6 

318.1 

Additions to property and equipment, less dispositions 

368.3 

361.0 

335.8 

Increase (decrease) in cash and invested cash 

(79.9) 

192.6 

170.7 

Reinvested in the business 

1,462.7 

1,507.2 

1,702.7 

Dividends paid to shareholders 

421.4 

394.5 

401.6 

Treasury stock purchased, net of reissued 

39.5 

120.9 

29.8 

Repayment of long-term debt 

35.1 

13.0 

40.2 

Total use 

$1,958.7 

$2,035.6 

$2,174.3 

See accompanying notes and Group related financial statements. 




Notes to Consolidated Financial Statements millions 





Summary of significant accounting policies 
Basis of presentation 

The consolidated financial statements include the accounts of 
Sears, Roebuck and Co. and all domestic and significant 
international companies in which the company has more than a 
50% equity ownership, except those engaged in 
manufacturing. The amounts included for the Allstate Group 
and certain entities within the Seraco Group are on a calendar 
year basis. 

The principal business groups of the company, for which 
related financial statements and notes are included as an 
integral part of these financial statements, are: 

Merchandise —consists of merchandising, credit and 
international operations: 

Merchandising distributes broad lines of merchandise and 
services in the United States. 

Credit initiates and maintains the customer credit 
accounts generated by Merchandising. 

International conducts retail merchandise and credit 
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operations in Central and South America, Spain, Mexico and 
Puerto Rico and in Canada through Simpsons-Sears Limited 
(an equity affiliate). 

Allstate —engages in various insurance and financial services 
businesses. 

Seraco —invests in. develops and operates real estate and 
performs financial services, which include savings and loan, 
mortgage banking and mortgage guaranty insurance activities. 

The income of the business groups excludes corporate 
revenues and expenses which are enumerated below under 
“Corporate Expense.” 

Basis for assignment of debt and related interest expense 

Debt and the related interest expense have been assigned to 
the Merchandise, Allstate, and Seraco business groups as 
incurred by those groups. Corporate debt is legaiiy the 
responsibility of Sears, Roebuck and Co., Sears Roebuck 
Acceptance Corp. or Sears Overseas Finance N.V.; the 
management of these units is responsible to Corporate and the 
debt financing decisions of these units arise from Corporate 
























Sears, Roebuck and Co. 

Notes to Consolidated Financial Statements, continued 


needs. A portion of the pooled Corporate debt is allocated on a 
consistent basis to credit operations to the extent necessary to 
finance domestic customer receivables. The per cent of pooled 
debt and related interest expense so allocated has ranged 
from 72 per cent in the fiscal year ended January 31, 1976 to 
70 per cent in the fiscal year ended January 31, 1981. The 
remaining portion of Corporate debt has not been allocated to 
the business groups but has been combined with internally 
generated funds for various Corporate purposes such as 
dividends, non-portfoiio investments and stock repurchases. 

Corporate expense 

Corporate operations include revenues and expenses which 
are of an overall, holding company nature, including that 
portion of administrative costs and interest which is not 
allocated to the company’s business groups. Effective 
February 1, 1980, the operation of Sears Tower, the 
company's headquarters building, was transferred to 
Corporate from the Merchandise Group. Net corporate 
expense consists of: 

millions _Year Ended January 31 



1981 1980 

1979 

Interest income 

$31.2 $ 14 4 

$ — 

Rental income 

40.0 — 

— 

Total revenue 

71.2 14.4 

— 

Interest 

223.2 185.2 

141.4 

Administrative and building expenses 

57 3 21.4 

15.2 

Retirement incentive 

1.2 — 

— 

Other (income) expense 

1.4 (8.3) 

(-9) 

Profit sharing allocation 

(12.7) (10.4) 

(8.8) 

Operating lose 

199.2 173.5 

146.9 

Income tax (benefit) 

(101.2) (89 4) 

(78.2) 

Net corporate expense 

$98.0 $ 84.1 

$ 68.7 

The Corporate balance sheet consists of: 



millions 

January 31 


1981 

1980 

Assets 

Cash 

$ 74.9 $ 

56.4 

Receivables 

36.0 

62.9 

Bonds 

91.4 

51.9 

Property and equipment, principally Sears Tower 

237.4 

.1 

Other assets 

10.9 

14.5 

Total assets 

450.6 

185.8 

Liabilities 

Accounts payable and accrued expenses 

13.3 

19 1 

Deferred income taxes 

27.0 

— 

Debt 

1,378.1 

1,248.5 

Total liabilities 

1.418.4 

1.267.6 

Capital deficiency 

$ (967.8) $(1,081.8) 


The Corporate capital deficiency has arisen principally from 
provision of capital to the various businesses through their 
retention of earnings and related Corporate cash requirements 
for payment of dividends to shareholders, purchase of treasury 
stock and other corporate purposes. 


1. Change in reporting entity 

In 1980, Sears, Roebuck and Co. realigned its operations into 
three separate business groups. In connection with this 
organizational change, the company has changed its financial 
reporting. The basis of presentation of the accompanying 
financial statements has been changed to: 

• consolidate all domestic and significant international 
companies in which the company has more than a 50 per 
cent equity ownership, except for manufacturing 
subsidiaries, to exhibit the extent of the company’s 
operations; and 

• present financial statements for each of the company’s 
business groups to provide financial data necessary to 
understand those operations. 

The company believes that these changes provide financial 
statements that better reflect the company’s organization and 
more clearly illustrate its results of operations and financial 
position. 

Coincident with this change, the company modified its 
procedure for allocating its contribution to The Savings and 
Profit Sharing Fund of Sears Employes. The allocation is now 
based on the relative earnings of the respective business 
groups, rather than employe contributions, to appropriately 
match the expense with the profit that gave rise to the 
company’s contribution. 

Prior periods have been restated to reflect these changes. The 
changes did not affect previously reported net income, 
although net income as previously reported by certain of the 
companies within the separate business groups was changed. 

2. Retirement plans 

Expenses for retirement benefit plans were as follows: 


Year Ended January 31 



1981 

1980 

1979 

Pension plans 

$263.7 

$244.3 

$218.4 

Contribution to The Savings and Profit Sharing 
Fund of Sears Employes 

39.1 

62.4 

82.2 

Retirement incentive 

66.7 

— 

— 

Other plans 

128 

11.6 

19.7 

Total 

$382.3 

$318 3 

$320.3 


Pension 

Substantially all full-time domestic employes and certain part- 
time employes are eligible to participate in noncontributory 
pension plans after meeting age and service requirements. 
Pension benefits are based on length of service, average annual 
compensation and, in certain plans. Social Security benefits. 

Plan benefits and net assets for the company’s domestic 
defined benefit plans as of January 1, 1980, are as follows: 
Plan benefits 


Vested 

$1,178.3 

Non-vested 

111.3 

Total plan benefits 

$1,289.6 

Net assets available for plan benefits 

$ 945.0 
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Sears, Roebuck and Co. 

Notes to Consolidated Financial Statements, continued 


Vested and non-vested plan benefits represent the actuarially 
computed present value of pension benefits which employes 
have earned based upon compensation and length of service 
assuming voluntary termination of employment as of January 
1, 1980 (vested benefits), or have accrued irrespective of 
vesting provisions of the plan (total plan benefits). The weighted 
average assumed rate of return used in determining the present 
value of plan benefits was 6 per cent. 

Sears and Allstate have non-qualified unfunded pension plans 
to supplement their primary pension plan. These additional 
plans ensure that retired employes can be paid their total 
accrued benefits under the benefit formula. 

Profit sharing 

Employes of Sears and domestic subsidiaries are eligible to 
become members of The Savings and Profit Sharing Fund of 
Sears Employes. The company contributes 6 per cent of 
consolidated income, as defined, before federal income taxes 
and profit sharing contributions. 

Retirement Incentive 

In September 1980, Sears offered an early retirement incentive 
plan to selected management employes in Corporate and the 
Merchandise Group. Each retiree under this plan, who is under 
the age of 64, will be paid an amount equal to one half of his 
annual salary as of December 31,1980, for three years or until 
the end of the year in which age 65 is attained, whichever 
occurs first. Retirees under the plan age 64 and older will be 
paid such amount for one year. The payments are payable over 
varying periods not to go beyond the retiree’s 67th birthday. 
The discounted cost of this one-time incentive was $66.7 
million, of which $45 million and $21.7 million were expensed in 
the third and fourth quarters of the year ended January 31, 
1981. 

Other plans 

Severance and seniority benefits for employes, principally 
those in units outside the U.S., who terminate employment are 
based on length of service. The expense of such programs is 
accrued over the employes’ estimated service with the 
company; such plans are unfunded. Certain of the international 
subsidiaries also have profit sharing plans for their employes. 


3. Short-term borrowings consisted of: 

_January 31 



1981 

1980 

Commercial paper 

$3,458.4 

$3,272 1 

Agreements with bank trust departments 

673 6 

781 1 

Bank loans 

38 2 

50.3 

Other loans (principally foreign) 

133.9 

81.4 

Total short-term borrowings 

$4,304.1 

$4,184 9 


The company had unused lines of bank credit approximating 
$3.8 billion at January 31, 1981. Domestic credit lines are 
renewable annually at various dates and provide for loans of 
varying maturities at the prime rate. It is not customary for 
subsidiaries operating outside the United States to have formal 
lines of credit; when such subsidiaries borrow funds they are 


typically required to keep compensating balances on deposit 
with the lending institutions. 

4. Long-term debt was as follows: 


January 31 

Issue 

1981 

1980 

Sears, Roebuck and Co. 

9% Note, due 1981 

$ 50 0 

$ 50.0 

43 / 4 % Sinking Fund Debentures, due 1983 

102.0 

118.0 

7Wo Debentures, due 1985 

250.0 

250.0 

6%% Sinking Fund Debentures, due 1993 

73 5 

78 0 

8V8% Sinking Fund Debentures, due 1995 

103 0 

107.4 

8% Sinking Fund Debentures, due 2006 

250 0 

250.0 

7%% Sinking Fund Debentures, due 2007 

300.0 

300.0 

Capitalized lease obligations 

132.2 

139.4 

Sears Roebuck Acceptance Corp. 

Variable interest notes 

15.71% Notes (12 53% at January 31, 1980), 
payable 13 months after demand 

634.0 

606.0 

17 85% Note (14.00% at January 31. 1980), 
payable 400 days after demand 

25.0 

25 0 

5% Debentures, due 1982 

50.0 

50.0 

8%% Debentures, due 1986 

125 0 

125.0 

9'/2% to 93 / 4 % Notes, due 1982-1989 

109.4 

109 4 

9Wo Notes, due 1984-1991 

65.4 

67.9 

Sears Overseas Finance N.V. 

9% Guaranteed Notes, due 1982 

150.0 

150.0 

6 5% Yen Bonds, Series No. 1. due 1984 

96.9 

83 7 

Allstate Financial Corporation 

9 Wo Senior Notes, due 1986 

50.0 

50 0 

7%% Senior Notes, due 1987 

75.0 

75,0 

8'/a% Subordinated Notes, due 1987 

25 0 

25.0 

8'/a% Subordinated Notes, due 1984-1997 

20.0 

20.0 

Homart Development Co. 

8’/4% to 9 7 /e% Mortgage notes due 1991 to 2013 

233.2 

230.2 

International Subsidiaries 

Notes payable to banks 

42.3 

62.2 

Total long-term debt 

$2,961 9 

$2,972.2 

As of January 31, 1981, long-term debt maturities, excluding 
$625 million of notes payable 13 months or more after demand 
which have no specified maturities, are as follows: 

Year Ending January 31 


Amount 

1982 


$136.0 

1983 


249 3 

1984 


103.3 

1985 


151.9 

1986 


282.3 


5. Shareholders’ equity 

Dividend restrictions: 

The payment of future dividends to shareholders is dependent 
on business conditions, income, the cash requirements of the 
company and other factors. The board of directors reviews 
these factors before declaring dividends. During the past ten 
fiscal years, Sears annual dividend payments have ranged from 
36.7 per cent to 70.8 per cent of net income. 
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Sears ability to pay dividends is governed by several statutory 
and contractual factors, including: 

• Certain indentures, which represent the most restrictive legal 
limitation on the payment of dividends, provide that Sears 
cannot take specified actions, including the declaration of cash 
dividends, which would cause its consolidated unencumbered 
assets, as defined, to drop below 150 per cent of its 
consolidated liabilities, as defined. At January 31, 1981 and 
1980, $1,325 billion and $953 million, respectively, in retained 
income could be paid in dividends to shareholders under Sears 
most restrictive indenture. 

• The Illinois Insurance Holding Company Systems Act permits 
Allstate Insurance Company to pay dividends to Sears during 
any twelve month period in an amount up to the greater of 10 
per cent of surplus as regards policyholders or its net 
investment income (as defined) as of the preceding December 
31st. Approximately $465 million of retained income at year 
end 1980 has no restriction relating to distribution during 1981 
which would require prior approval of the Illinois Department of 
Insurance. 

• The capital of international, the Allstate Life Insurance 
Company and the Seraco Group at the end of fiscal 1980 
includes approximately $600 million which, if distributed, would 
be subject to income taxes. It is not contemplated that such 
amounts will be distributed in such a manner to create 
additional tax liabilities. 

As of January 31, 1981, subsidiary companies can remit to 
Sears in the form of dividends in excess of $1.4 billion, after 
payment of all related taxes, without prior approval of 
regulatory bodies. Because of this and the manner in which the 
company conducts its business, legal restrictions on the 
payment of dividends to shareholders, other than those 
imposed by the Sears indentures, are not significant. 

Treasury stock: 

Since November 1978, the Sears board of directors has 
authorized the company to repurchase up to 13 million 
common shares in the open market. As of January 31, 1981, 
Sears had purchased 10.5 million shares at a cost of $198.5 
million and had reissued 522,211 shares under its Dividend 
Reinvestment Plan. 

Stock options: 

Employe stock options under Sears plans are granted at the 
fair market value of the shares on the date of the grant. 
Generally options become exercisable in four annual and 
cumulative installments beginning one year after the date of 
grant and expire 10 years after the date of grant. Upon the 
exercise of an option granted under the 1978 Plan, subject to 
the consent of the Compensation Committee with respect to 
officers and directors, the company or its subsidiaries will pay 
to the optionee an amount equal to 46% (or such lower 
maximum corporate Federal income tax rate as is then in 
effect) multiplied by the difference between the option price 
and the market value, at the time of exercise, of the shares 
acquired. In addition, optionees under the 1978 Plan may 
also be granted (subject to said consent for all optionees) the 


right to surrender the exercisable portion of an option in 
exchange for a cash payment in an amount equal to the excess 
of the fair market value over the option price. This surrender 
right is subject to a limitation of 1.75 million shares 

During 1980, the company granted options under the 1972 and 
1978 Plans for approximately .5 and 4.8 million shares, 
respectively, at $16.75 per share; options for approximately 
5.7 million shares previously granted under the 1978 Plan at 
prices ranging from $24.00 to $24.94 per share, were 
cancelled. 

As of January 31, 1981, outstanding options related to 
10,958,072 shares (5,895,986 shares under the 1967 and 
1972 Plans and 5,062,086 shares under the 1978 Plan, of 
which 344,512 shares were subject to options as to which cash 
surrender rights have been granted). The expiration dates of 
these options ranged from January 12,1984 to April 1,1990, 
and the weighted average purchase price per share was 
$25.66 for outstanding options under the 1967 and 1972 Plans 
and $17.22 for outstanding options under the 1978 Plan. On 
January 31, 1981, there were 18,382 optionees. Employes 
(including officers) of Sears and certain subsidiaries are eligible 
for selection as optionees. Another 5.3 million and 5.0 million 
shares were available for future grant under the 1972and 1978 
plans at January 31, 1981 and 1980, respectively. 

A summary of option shares outstanding is: 


millions of shares __Year Ended January 31 



1981 

1980 

1979 

Beginning balance 

118 

12.2 

62 

Cancelled 

(6.1) 

(4) 

(4) 

Granted 

52 

— 

64 

Exercised 

— 

— 

— 

Ending balance 

10.9 

118 

12 2 

6. Capital expenditures 

Capital expenditures by business group are as follows: 

Year Ended January 31 


1981 

1980 

1979 

Merchandise Group 




Merchandising 

$344 1 

$365 8 

$305.9 

Credit 

29 

3.6 

24 

International 

17 1 

10 2 

19 8 

Total Merchandise Group 

364.1 

379 6 

328 1 

Allstate Group 

40 2 

41 2 

30 2 

Seraco Group 

74 2 

104.6 

53.1 

Corporate 

20 

— 

— 

Total 

$480 5 

$525.4 

$411 4 


At January 31,1981, the Merchandise Group had contractual 
commitments for capital expenditures for new and enlarged 
facilities of $173 million. Seraco Group commitments 
amounted to $79.9 million for two shopping centers and other 
projects presently under construction. 
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Sears, Roebuck and Co. 

Notes to Consolidated Financial Statements, continued 


7. Income taxes 

Income before income taxes, equity in net income of 
unconsolidated companies and minority interest is as follows: 


Year Ended January 31 



1981 

1980 

1979 

Domestic 

$630 2 

$1,010.3 

$1,336.8 

Foreign 

43.6 

74 9 

58.8 

Total 

$673.8 

$1,085.2 

$1,395.6 

Federal, state and foreign income taxes include: 



Year Ended January 31 


1981 

1980 

1979 

Provision 

Current 

Domestic 

$285.8 

$216.9 

$425 7 

Investment tax credit (flow-through method) (18 5) 

(20.1) 

(18 8) 

Foreign 

16.9 

36.4 

35.6 

Total current 

284.2 

233.2 

442.5 

Deferred 

Current 

Installment sales 

(205.7) 

47.2 

(30.7) 

Receivables reserves 

3.5 

29.4 

26 8 

Pension expense 

23.9 

(28.9) 

5.8 

Maintenance agreement income 

(13.3) 

(16.6) 

(6 5) 

Retirement incentive 

(33.0) 

— 

— 

Other 

18.1 

18.6 

38 8 

Long-term 

Depreciation 

8.7 

17.3 

17.2 

Other 

(1-2) 

6.9 

11.0 

Total deferred 

(199.0) 

73.9 

62.4 

Financial statement income tax provision 

$ 85.2 

$307.1 

$504.9 

Classification 

Federal income tax 

Current 

$ 244.7 

$185.0 

$356,6 

Deferred 

(173.1) 

52.5 

51 7 

State income tax 

Current 

22 6 

11.8 

50.3 

Deferred 

(27.4) 

21.7 

9.1 

Foreign income tax 

Current 

16 9 

36.4 

35.6 

Deferred 

1.5 

(.3) 


Financial statement income tax provision 

$ 85.2 

$307.1 

$504.9 


A reconciliation of the statutory federal income tax rate to the 
effective income tax rate is as follows: 

_Year Ended January 31 



1981 

1980 

1979 

Statutory federal income tax rate 

46.0% 

46 0% 

47.8% 

State income taxes, net of federal income taxes 

(•7) 

1.0 

1.7 

Tax exempt income 

(20 3) 

(11.2) 

(8.2) 

Dividends received exclusion 

(6.9) 

(4.1) 

(2.2) 

Investment tax credit 

(2.7) 

(19) 

(1.4) 

Capital gams deduction 

(1.3) 

(-1) 

(.9) 

Other 

(15) 

(1.4) 

(.6) 

Effective income tax rate 

12.6% 

28.3% 

36.2% 


8. Supplementary income statement information 

_ Year Ended January 31 



1981 

1980 

1979 

Advertising costs (excluding catalog) 

$591.0 

$532.0 

$571.0 

Taxes, other than payroll and income 

premiums 

107.5 

89.3 

89 6 

property 

1190 

109.4 

115.4 

other 

89,6 

100.8 

96.9 

Provision for uncollectible accounts 

1180 

89.2 

70.8 

Foreign currency exchange gams (losses), net of 
profit sharing and income taxes 

(19.1) 

.5 

(7 9) 

Interest capitalized 

16.2 

12 9 

5.2 


9. Leases 

The company leases certain stores, office facilities, computers 
and automotive equipment. 

Operating and capital lease obligations are based upon 
contractual minimum rates and, for certain stores, amounts in 
excess of these minimum rates are payable based upon 
specified percentages of sales. Operating lease rentals were 
$225.1 million, $223.1 million and $213.6 million, including 
contingent rentals of $39.8 million, $36.6 million and $40.2 
million, for the fiscal years ended January 31,1981,1980 and 
1979. Certain of these operating leases are in connection with 
transactions involving leveraged financing concepts. 
Contingent rentals on capital leases were $6.0 million, $7.5 
million and $6.5 million for the fiscal years ended January 31, 
1981, 1980 and 1979. Certain leases include renewal or 
purchase options. 

Minimum fixed lease obligations, excluding taxes, insurance 
and other expenses payable directly by the company, for 
leases in effect as of January 31, 1981 are: 


Capital Operating 
Leases Leases 


1981 

$ 24.9 

,$116.6 

1982 

24.7 

94.8 

1983 

23.6 

76.8 

1984 

17.1 

61.4 

1985 

16.7 


After 1985 

215.5 

390.9 

Minimum payments 

$322.5 

$790.7 

Executory costs (principally taxes) 

76.7 


Implicit interest 

113.6 


Present value of minimum lease payments, 
principally long-term 

$132.2 



10. Pending legal proceedings 

Various legal actions and governmental proceedings are 
pending against Sears, and its subsidiaries, many involving 
ordinary routine litigation incidental to the businesses engaged 
in. Other matters contain allegations which are nonroutine and 
involve compensatory, punitive or antitrust treble damage 
claims in very large amounts, as well as other types of relief. 
The consequences of these matters are not presently 
determinable but, in the opinion of management, the ultimate 
liability resulting, if any, will not have a material effect on the 
financial position of Sears and consolidated subsidiaries. 
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In 1979, the Equal Employment Opportunity Commission 
(“EEOC”) filed five lawsuits alleging violations of Title VII of the 
Civil Rights Act of 1964 and of the equal pay provisions of the 
Fair Labor Standards Act. One lawsuit alleges that Sears 
engaged in unlawful employment practices nationwide 
involving sex discrimination in recruitment, assignment, 
promotion, pay and in other employment opportunities. The 
EEOC filed four other lawsuits of which three allege race 
discrimination at five separate facilities, and one alleges race 
and national origin discrimination at two other facilities. The 
lawsuits seek injunctive and other appropriate relief, including 
back pay, but do not specify any amount of damages, either in 
the aggregate or per individual, or the number of individuals 
allegedly discriminated against. In addition, there are 
numerous other lawsuits and claims pending throughout the 
country against Sears and Allstate relating to employment 
practices. 

Sears is one of a number of defendants named in a lawsuit by 
Zenith Radio Corporation, alleging conspiracies and other 
violations of the U.S. antitrust laws and the Antidumping Act of 
1916 by the defendants, and seeks damages characterized by 
plaintiff as exceeding $300 million before trebling, as well as 
other remedies. The court entered a summary judgment for 
Sears on substantially all allegations under the Antidumping 
Act of 1916. Zenith has filed an interlocutory appeal. In March 
1981, Sears motions for summary judgment on the remaining 
claims were granted and that decision is also being appealed. 

In 1980, a 13 count true bill was returned by the Grand Jury of 
U.S. charging that Sears conspired with others to defraud the 
United States of America by obstructing the U.S. Customs 
Service on the ascertainment of duties to be collected on 
television receivers imported from Japan and that Sears used 
statements, invoices, declarations and documents in the 
importation of television receivers that were false and 
fraudulent as to the prices paid. Maximum fines for the offenses 
alleged are not significant. Sears pleaded not guilty to the 
charges and filed pretrial motions seeking dismissal of the 
indictment. The District Court denied these motions and Sears 
has filed an interlocutory appeal. 

In 1980 Sears and other importers of television receivers from 
Japan entered into settlement agreements with the 
Government, which disposed of all of the civil claims of the 
Government relating to such imports prior to April 1,1979, for 
$19.8 million (before tax benefit), of which $6.4 million related 
to alleged claims other than for anti-dumping duties. The 
balance represents the settlement of anti-dumping claims, $5.5 
million of which Sears had already paid to the Government 
under protest in 1978. No claims have been made with respect 
to such imports after March 31, 1979. 


Prior to performance of the settlement agreements, third 
parties challenged the authority of the Government to settle the 
anti-dumping duties and sued to enjoin the implementation of 
the agreements. The Government has been preliminarily 
enjoined. If the courts nullify the settlement of the claims for 
anti-dumping duties, it is anticipated that any subsequent 
payment for such duties will not exceed $13.5 million including 
the $5.5 million already paid under protest. The third parties 
have not directly challenged the authority of the Secretary of 
the Treasury and the Customs Service to enter into the 
Government's $6.4 million settlement of the alleged claims for 
other than anti-dumping duties. A third party has asserted in 
the litigation that the settlement of the non-anti-dumping duty 
is not severable from the settlement of the anti-dumping duty 
claims, but management believes that the contention of the 
third party is without merit. The Department of Treasury and 
the Customs Service have expressly acknowledged in writing 
that the agreements made in 1980 were in fact separate. 

Sears is the defendant in a lawsuit charging patent infringement 
relating to a quick release device on socket wrenches, acquired 
from plaintiff in 1965 (and returned to plaintiff pursuant to a 
court order following an earlier trial) and a violation of the 
federal antitrust laws through monopolization by means of an 
unlawfully held patent. Plaintiff asks for unspecified treble 
damages under each theory. Sears motion to dismiss the 
antitrust count and portions of the patent infringement count is 
now pending. 

Sears and Allstate Life Insurance Company are defendants in a 
suit brought by plaintiffs, representing a class of ail Sears 
employes who were employed prior to 1975. The suit alleges 
breaches of a duty of fairness and reasonable care, fraudulent 
self-dealing and unlawful profits from Sears fiduciary 
relationship with its employes by causing its group life 
insurance plan to be insured or reinsured by Allstate Life 
Insurance Company. The complaint seeks recovery of 
unspecified profits realized from premiums prior to January 1, 
1975 and punitive damages in the amount of $20 million. A 
preliminary report has been submitted by auditors pursuant to 
a court ordered accounting. This report is subject to various 
interpretations as to “profit” which range from the plaintiffs' 
assertion of a profit of approximately $55 million to the 
defendants’ contention that the accounting shows a loss 
exceeding $10 million. The defendants have asked for an 
evidentiary hearing on the report. In a second case, similar 
allegations are made with respect to Sears group medical plan 
seeking recovery of unspecified profits realized from premiums 
paid under the plan and $20 million of punitive damages. 
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Sears, Roebuck and Co. 

Notes to Consolidated Financial Statements, continued 


11. Business segments 

Following are the net revenues, group income and assets of each of the company’s principal business segments for the three fiscal 
years ended January 31, 1981: 


Year Ended January 31*_January 31* 




Net Revenues 


Group Income 


Assets 


Merchandise Group 

1981 

1980 

1979 

1981 

1980 

1979 

1981 

1980 

1979 

Merchandising 

$16,865 

$16,840 

$17,284 

209 

$367 

$423 

$ 6.027 

$ 6,256 

$ 6,102 

Credit 

968 

934 


(34) 

14 

36 

6,877 

7,009 

6,442 

International 

874 

775 

889 

30 

50 

39 

805 


734 

Merchandise Group total 

18,707 

18,549 

19,087 

205 

431 

498 

13,709 

13,955 

13,278 

Allstate Group 

Property-liability insurance 


5,318 

4,828 

385 

361 

378 

8,482 



Life insurance 


337 

298 

59 

54 

44 

1.325 

1,199 


Financial services 

127 

129 

113 

6 

7 

7 

726 

772 

746 

Allstate Group total 

6.197 

5,784 

5,239 

450 

422 

429 

10,533 

9,641 

8,818 

Seraco Group 

Real estate 

100 

76 

67 

33 

13 

40 

549 

445 

403 

Savings and loan, mortgage banking and 
mortgage guaranty insurance 

320 

285 

237 

16 

28 

24 

3,089 

2,769 

2,461 

Seraco Group total 

420 

361 

304 

49 

41 

64 

3,638 

3,214 

2,864 

Corporate 

71 

14 

— 

(98) 

(84) 

(69) 

451 

186 

13 

Inter-group transactions and reclassifications 

(200) 

(159) 

(140) 

— 

—- 

_ 

(277) 

(409) 

(242) 

Total 

$25,195 

$24,549 

$24,490 

$606 

$810 

$922 

$28,054 

$26,587 

$24,731 

The amounts included for the Allstate Group and certain entities within the Seraco Group are on a calendar year basis. 

See financial statements of the business groups and the related notes 


Financial information of The Profit Sharing Fund and pension plans 


The Savings and Profit Sharing Pension Plans 

Fund of Sears Employes December 31 
December 31_(unauoited) 


Financial position 

1980 

1979 

1980 

1979 

Sears common shares at market value. 

1980-71,022,108 @ $15'4 per share: 

1979-68,969.001 @ $18 per share 

$1,083 

$1,241 

— 

_ 

General investments- 

Short-term investments 

260 

201 

$305 

$266 

Long-term bonds, notes and other obligations 

112 

93 

465 

353 

Common stocks 

666 

565 

552 

326 

Members ownership or reserved for future benefits 

$2,121 

$2,100 

$1,322 

$945 

Changes in assets 

Total assets at beginning of year 

$2,100 

$2,078 

$945 

$641 

Contributions from- 

Members 

129 

135 

1 

1 

Employing companies 

39 

62 

238 

243 

Investment income (net) 

152 

133 

87 

■Bail 

Gam on sale of general investments 

55 

9 

34 

M 

Market appreciation (depreciation)- 

Sears shares 

(192) 

(115) 

— 

— 

General investments 

117 


62 

31 

Members' withdrawals or pensions paid 


(312) 

(45) 

(36) 

Total assets at end of year 

$2,121 

$2,100 

$1,322 

$945 
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Sears, Roebuck and Co. 

Quarterly Results and Common Stock Market Information (Unaudited) 


millions, except per share data 

First Quarter 

Second Quarter 

Third Quarter 

Fourth Quarter 

Year 


1980 

1979 

1980 

1979 

1980 

1979 

1980 

1979 

1980 

1979 

Total operating revenues 

$5,471 

$5,280 

$6,000 

$5,997 

$6,462 

$6,328 

$7,262 

$6,944 

$25.195 

$24,549 

Costs and expenses 

5.178 

4.928 

5.606 

5.518 

6.072 

5.810 

6.624 

6.359 

23.480 

22,615 

Interest 

291 

196 

256 

206 

245 

233 

342 

277 

1,134 

912 

Operating income 

2 

156 

138 

273 

145 

285 

296 

308 

581 

1.022 

Net income 

59 

150 

133 

194 

135 

212 

279 

254 

606 

810 

Net income consists of: 

Group income (loss) 

Merchandise Group 

Merchandising 

(19) 

47 

31 

83 

35 

106 

162 

131 

209 

367 

Credit 

(12) 

11 

5 

3 

(2) 

2 

(25) 

(2) 

(34) 

14 

International 

(1) 

9 

4 

4 

3 

8 

24 

29 

30 

50 

Total Merchandise Group 

(32) 

67 

40 

90 

36 

116 

161 

158 

205 

431 

Allstate Group 

110 

89 

115 

111 

114 

113 

111 

109 

450 

422 

Seraco Group 

8 

10 

6 

10 

7 

10 

28 

11 

49 

41 

Net corporate expense 

(27) 

(16) 

(28) 

(17) 

(22) 

(27) 

(21) 

(24) 

08) 

(84) 

Net income 

$59 

$150 

$133 

$194 

$135 

$212 

$279 

S254 

$606 

$810 

Per share 

.19 

.47 

42 

.60 

.43 

.67 

88 

80 

1 92 

2 54 

Market price per share 

High 

17% 

21% 

19 Vi 

20% 

19% 

21 Ve 

16% 

19% 

19% 

21% 

Low 

14*8 

19% 

15% 

18 


18 

14% 

17 

1472 

17 

Closing 

16'/e 

20% 

18% 

18% 

15% 

18% 

15% 

17'/a 

15% 

17 Vs 

Price/earnings ratios (high-low) 









10-8 


Dividends per share 

.34 

.32 

.34 

.32 

.34 

.32 

.34 

.32 

1 36 


Dividend payout per cent 









70 8% 

50 4% 


Stock exchange listings Ticker symbol—s 


New York 
Midwest, Chicago 
Pacific, San Francisco 
London, England 


Switzerland: 

Basel 

Geneva 

Lausanne 

Zurich 


Dividends 

The Finance Committee regularly reviews the quarterly 
dividend rate and recommends changes to the board of 
directors. The board votes changes in dividends per share of 
common stock which are consistent with earnings and the 
financial condition of the company. Cash dividends have been 
paid on common shares in every year since 1934. 

Certain indentures provide that Sears cannot take certain 
actions, including the declaration of cash dividends, which 
would cause its unencumbered assets to drop below 150 per 
cent of liabilities, (see note 5, page 16.) 


Shareholders (On November 28, 1980—record date for January, 1981 
dividend.) 


Type of 
shareholder 

Number 
of share¬ 
holders 

Number of 
shares 

Average 

per 

share¬ 

holder 

Per 

cent of 
total 
shares 

Individuals 

Women 

135.306 

48.015.039 

355 

15.2 

Men 

107.850 

42.722.316 

396 

13 6 

Joint tenants 

68.425 

17.774.891 

260 

56 

Bank nominees 

2.698 

109.533.320 

40.598 

34 7 

Investment 

organizations 

31,679 

10.595.491 

334 

34 

Brokers 

378 

10.313.313 

27.284 

33 

Corporations and 

firms 

1.344 

3.220.454 

2.396 

1 0 

Other 

2.044 

3.276.268 

1.603 

1 0 

Subtotal 

349,724 

245.451.092 


77.8 

Employes’ Profit 

Sharing Fund 

1 

69.882.396 


22 2 

Total 

349.725 

315.333.488 


100 0 
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Sears, Roebuck and Co. 

Consolidated Supplemental Financial Information Regarding Inflation (Unaudited) 


In accordance with generally accepted accounting principles, 
the primary financial statements have been prepared on the 
basis of actual revenues and costs, also known as the historical 
cost-nominal dollar basis. Recognizing that the traditional 
financial statements do not portray the complex distortions 
caused by changes in the purchasing power of the dollar and 
changes in specific costs, the Financial Accounting Standards 
Board (FASB) now requires additional calculations of selected 
data in an experimental effort to quantify the effects of 
changing price levels. Two types of experimental financial data 
are presented: constant dollar and current cost. 

The constant dollar computations adjust historical cost data 
into units of equivalent value or constant purchasing power, 
using the Consumer Price Index for All Urban Consumers 
(CPI-U). The CPI-U is a general index not specific to any 
industry. Although the CPI-U is an indicator of average 
inflation, it can vary significantly from the actual impact of 
inflation on the company’s business groups. As an example, 
the CPI-U increased 13.3 per cent in 1980 compared with an 
increase of 7.7 per cent in our index for general merchandise 
(GMI). The compound annual average increase for the five-year 


period, 1976 through 1980, has been 9 per cent for the CPI-U 
and 5.1 per cent for the GMI. The mandatory use of the CPI-U 
has artificially inflated the prior year data applicable to the 
merchandise operations approximately 80 per cent more than 
if the GMI were used. 

The current cost data is an adjustment of historical cost for 
changes in specific prices. The objective of this method is to 
reflect the current cost rather than the historical cost of specific 
resources used in the company’s operations. 

In addition to the five year comparison of constant dollar data 
and comparative current cost data on income and certain 
assets, there is a computation of purchasing power gain or loss 
on net monetary assets or liabilities held during the year, and 
the holding gain or loss for property and equipment and 
inventories. Monetary items are assets and liabilities which 
theoretically do not change in price and will be converted into a 
fixed amount of dollars. The holding gain or loss is the current 
cost based upon specific prices compared with the historical 
cost adjusted by the CPI-U. 

The following data is experimental and involves the use of 
numerous assumptions and estimates, it must be interpreted 
with care in assessing the effect of inflation on the company. 


Selected Data for 1980 Adjusted for Effects of Changing Prices millions in average 1980 dollars 


Net income as reported 


$ 606 

Adjustments to restate costs for the effect of changes in current costs 

Cost of goods sold 

$ 36 


Depreciation expense 

142 


Gain on sale of property 

18 


Net income adjusted for changes in current costs 


m® 

Adjustments for the difference between changes in current costs and general inflation 

Cost of goods sold 



Depreciation expense 



Gain on sale of property 

(4) 


Net income adjusted for general inflation 



Gain (loss) from decline in purchasing power of net monetary assets 



Increase in current costs of assets held during the year* 

Inventories 

200 


Property and equipment 

618 

818 

Effect of increase in general price level 

Inventories 

364 


Property and equipment 

640 

1,004 

Excess of increase in general price level over increase in current costs 


186 


*At January 31, 1981, the current cost of inventories was $3.4 billion and the current cost of net property and equipment, includ¬ 
ing Seraco rental properties, was $6.3 billion. The historical net costs are $2.7 and $3.6 billion, respectively. 


In the schedule for selected 1980 data, the impact of the use of 
the CPI-U on cost of sales becomes apparent. Because the 
last-in, first-out (LIFO) method used by Merchandising more 
nearly matches current costs with revenues, the adjustment 


to specific prices results in an estimated increase of $36 million 
in cost of goods sold. Restating the cost of goods sold 
by the CPI-U for general inflation results in an increase of 
$207 million, or $171 million over the current cost method. 
The five year comparison of book value per share and cash 
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dividends declared per share adjusted by the CPI-U 
emphasizes the problems of all businesses during periods of 
high inflation. The company’s per share book value and 
dividends have been steadily increasing on the basis of 
historical cost. Adjusting for inflation, the dividend trend line 
fluctuates up and down, and the book value per share has been 
eroding. However, the underlying value of the net assets 
represented by the book value have increased, but this 


increase in value is not distributable to the shareholder. The 
company must generate enough revenue to pay all costs and 
expenses, pay taxes to governments, distribute a fair return to 
the shareholders and replace the productive assets at 
constantly inflating prices. Tax policies in the current 
inflationary environment have seriously impaired the ability of 
business to pay a fair dividend and replace the assets used, let 
alone maintain a reasonable expansion program. 


Five Year Comparison of Selected Financial Data Adjusted for Effects of Changing Prices millions 


(Data adjusted to average 1980 dollars) 

1980 

1979 

1978 

1977 

1976 

Operating revenues as reported 

Merchandise Group 

$18,707 

$18,549 

$19,087 

$18,221 

$15,860 

Allstate Group 

6,197 

5,784 

5,239 

4,618 

3,756 

Seraco Group 

420 

361 

304 

185 

128 

Corporate 

71 

14 

— 

— 

— 

Intergroup transactions 

(200) 


(140) 

(118) 

(101) 

Total revenues 

$25,195 

$24,549 

$24,490 

$22,906 

$19,643 

Adjusted 

Merchandise Group 

$18,707 

$21,022 

$24,148 

$24,870 

$23,076 

Allstate Group 

6,197 

6,566 

6,616 

6,279 


Seraco Group 

420 

410 

384 

252 


Corporate 

71 

16 

— 

— 

— 

Intergroup transactions 

(200) 

(181) 

(177) 

(161) 

(146) 

Total revenues 

$25,195 

$27,833 

$30,971 

$31,240 

$28,552 

Net income as reported 

$606 

$810 




Adjusted for changes in current costs 

410 





Adjusted for general inflation 

213 

500 




Net income per common share as reported 

$1.92 

$2.54 




Adjusted for changes in current costs 

1.30 

2.38 




Adjusted for general inflation 

.68 

1.57 




Net assets at year end as reported 

$ 7,689 

$ 7,467 




Adjusted for changes in current costs 

10,614 

10,905 




Adjusted for general inflation 

10,455 

10,840 




Excess of increase in general price level over increase in current costs 

186 

860 




Gain (loss) from decline in purchasing power of net monetary assets 

(104) 

(133) 




Cash dividends declared per common share 

As reported 

$1.36 

$1.28 

$1.27 

$1.08 

$0.80 

Adjusted 

1.36 

1.45 

1.61 

1.47 

1.16 

Book value per common share at year end 

As reported 

$24.38 

$23.53 

$21.98 

$20.27 

$18.56 

Adjusted to fiscal year end 1980 dollars 

24.38 

26.28 

27.97 

28.21 

27.58 

Market price per common share at year end 

Closing price per share 

$15.25 

$17.13 

$21.25 

$25.25 

$31.25 

Adjusted to fiscal year end 1980 dollars 

15.25 

19.14 

27.04 

35.14 

46.44 

CPI-U (1967=100) 

Fiscal year average 

249.1 

219.8 

196.9 

182.5 

171.2 

Calendar year average for Allstate, Seraco and Intergroup 

246.8 

217.4 

195.4 

181.5 

JUlQigSI 

End of fiscal year 

260.5 

233.2 

204.7 

187.2 

""wrl 
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whatever the economic climate. Programs were initiated to 
maximize results in the near term, without sacrificing 
opportunities for the future. 

These programs are building on a foundation of strength. We 
have the strongest customer base in the retail industry, and, 
according to a recent independent survey, Sears tops the list of 
America’s largest corporations as most favorably viewed by 
the American public for confidence, service and integrity. 

With emphasis on increasing market share, 1981 is designated 
internally as the “Challenge Year.” At every level of 
management, the Merchandise Group set goals and developed 
plans for all areas of the business. The goal: increase sales, at a 
manageable gross margin, while reducing costs. 

Merchandising 

We continue to respond to consumer demand for high-quality, 
innovative merchandise without equivalent price increases. 
Emphasis is on products of better quality at the same price, or 
the same quality at lower price. Examples can be found all 
across our product lines. 

Our new home entertainment products, for example, include a 
large screen projection TV, a binocular-size combination 2-inch 
television/AM-FM radio, and a video disc recorder which is 
being introduced this year. Sears current line of microwave 
ovens has added quality features which have reduced the 
service incidence rate by 36 per cent. Added features this year 
will include a wireless infrared temperature selection system. 

Already America’s number-one retailer of physical fitness 
equipment. Sears is expanding its lines to capitalize on current 


Senior management of the Merchandise Group (from front. L-R): Edward A. 
Brennan. (1st row) Henry D Sunderland, Joseph T. Moran Jr., (2nd row) 
Thomas D Neal. William C. Lochmoeller, Robert E Wood II. (3rd row)William I. 
Bass Jr, M E Burkholder, Jack F Wirth, (4th row) Raymond A Kennedy, 
Charles F. Moran, Thomas B Sweeney and Charles F Bacon. 


The Merchandise Group consists of merchandising, credit, 
and international operations which are subject to varying 
cyclical trends and operate in different economic and 
regulatory environments. Operating results and financial 
position are presented for each. 

Merchandise Group income and capital are: 

Income ^Capital 

millions 1980 1979 1980 1979 

Merchandising $209 $367 $4,017 $4,309 

Credit_ _(34)__ 14_981 _ 1.014 

International _ 30 50 402 390 

Merchandise Group total $205 $431 $5,400 $5,713 


During 1980, the Merchandise Group restructured to regain The tiny Binoc portable am-fm radio/TV set and giant 50-inch projection tv 

momentum and become increasingly more competitive, bracket the range of 46 Sears TV models. Such variety is typical in hundreds of 

lines of goods at Sears 
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Modular home-gym system is one of hundreds of items helping assure Sears 
leadership in physical fitness equipment. Designed with families in mind, the 
gym system provides 66 exercise and muscle-development options and folds 
easily into a 37 x 40-inch storage space. 


trends. There will be more weight sets, home gyms, sports 
clothes and equipment in the stores. The 1981 Spring-Summer 
catalog features 55 pages of fitness merchandise and clothing. 


Customer response to key wearing apparel programs has been 
equally strong. An example is the new Cheryl Tiegs signature 
line of women's sportswear offering a fashion look at affordable 
prices. The coordinated collection includes pants, western- 
style skirts and various tops. The jeans, priced at $20-22, are 
Sears answer to “designer” jeans selling for $38-50. 


“You can count on Sears” advertising 


Streamlining, cost controls 


Supporting product development and sales, we are conducting 
a unified advertising program to set Sears apart from 
competitors. In addition to ads that generate day-to-day sales 
for individual stores and products, a corporate campaign is 
building on the reputation that “You Can Count On Sears." 

These national advertisements stress areas shown by research 
as our crucial strengths: "You Can Count on Sears” for: 
satisfaction: credit when you need it; service to follow you when 
you move; replacement of the product free if it fails to satisfy 
you, and for an enormous product choice. 

Sears traditional strengths and fair prices are on display in our 
catalogs, too. About 53 million catalogs will be distributed 
nationwide this year. In sales volume, we top the list of 10,000 
U.S. catalog and telephone order businesses. 


Organizational streamlining and cost-control programs 
implemented in 1980 not only are a response to the economic 
climate, but will strengthen operations for the years ahead. 

Merchandising’s five territories were consolidated into four, and 
our administrative units were reduced from 51 to 46. This 
streamlining has been matched at headquarters: merchandise 
groups have been cut from nine to seven—combining the 
women’s apparel and accessories groups, and the automotive 
with the recreation and leisure group. Buying departments 
number 35, down from 41. And the executive population has 
been reduced—by about 8 per cent—through Sears 
retirement incentive plan. 

Expenses are being tightly controlled at all levels. The 
reduction in payroll percentage to sales achieved in 1980 will 
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Sales of Challenge Year product lines, as well as promotional 
goods, are being strongly enhanced through emphasis on 
consistent store presentation for improved customer appeal 
throughout the country. 


Designer-inspired separates from the company's popular new line of Cheryl 
Tiegs signature sportswear. 
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Merchandising operating territories were reduced from five to four in 1980. The 
new alignment is shown. 


continue to be our major objective this fiscal year. Savings are 
being realized through improved field and headquarters 
administration, structure and productivity. 

Relail store advances 

Matching a renewed product emphasis at Sears has been the 
determination to reach new levels of customer convenience 
and service. 

For example, better packaging, signing and display along with 
main-aisle cashiering are adding to shopping convenience as 
well as helping our salespeople make certain customers are 
well cared for. 

Extensive use of computer technology is also helping us 
improve customer service while controlling expenses. For 
example, systems now in use by most Sears stores are aiding 
inventory management, streamlining a variety of service 
department operations and improving the speed and accuracy 
of catalog order processing. 

Store location and planning is another area carefully 
programmed for the 1980s. Here, computers aid Sears 
professionals in market selection and tailor store design and 
merchandise offerings to achieve higher levels of productivity. 

New business ventures 

We continue to seek new business ventures compatible with 
our base in merchandising and service. As part of the 
company’s continuing interest in the electronics and 
communications fields, Sears is testing freestanding business 
machine stores. Studies show a substantial market among 
small businesses, institutions, professionals, and individuals. 

In late fall, we will open five business machine stores in three 
test markets in the East, Midwest and South. A broad line of 
electronic equipment under Sears and other brand names will 


include computers, typewriters, word processors, printers, 
copiers, calculators and dictation equipment. There will also be 
a continuing program to develop software and services for 
small businesses and individual needs. 

We also recently entered the field of direct response marketing. 
A high profit, controlled-risk business, it combines a number of 
Sears assets: strong consumer confidence, a broad credit 
customer base, a professional buying organization, established 
merchandise sources, and a nationwide distribution system. 

The program, through credit inserts or direct mail, promotes 
special items which are not ordinarily offered in Sears retail 
stores or catalogs. Risks are controlled by a thorough 
consumer sales test program prior to making final selections. 
Items producing high test demand are extended to as many as 
20 million customers nationwide. 



A promise Sears has lived by for half a century is the principal message of this 
advertisement from a new campaign in 18 major magazines Each 
advertisement in the continuing series will tell customers about the ways they 
can count on Sears—things that set Sears apart from all our competitors 


Merchandising outlook 

We are looking to the future with renewed enthusiasm. 

Competition will be no less intense and our plans do not 
assume ideal economic conditions. Rather, our anticipation of 
improved sales is based upon two years of realistic evaluation 
and a focus on those factors that are within our means to 
control directly. 

Sears acceptance by the American consumer is second to 
none. With the right people, principles, structure and products 
now in place, we expect to confirm that reputation strongly in 
the months and years ahead. 
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Credit 

With some 25 million active credit accounts, the company 
regards its credit customers as an important asset and, since 
its beginning in 1911, Sears policy has always been to meet the 
credit needs of its customers. 

This policy was strongly reaffirmed in response to federal credit 
restraints imposed in 1980 and will be reinforced this year in a 
national ad: “You can count on Sears for credit when you need 
it." 

Sears position is strengthened by a recent state legislative 
trend that recognizes the necessity of eliminating "below 
market" ceilings on credit finance charges. Since 1979, 25 
states have significantly increased or eliminated the maximum 
statutory rate ceiling on retail credit sales. 

Sears credit plans 

The company offers basically two types of credit plans: 

First is the open-ended SearsCharge. Monthly payments and 
finance charges vary depending on the highest account 
balance, and purchases can be added at any time. There is no 
finance charge for accounts paid within one month and there is 
no annual fee for the SearsCharge card. The account can be 
used while shopping at any Sears store or for mail or telephone 
orders from the catalog. 


SearsCharge is available in 47 states and the District of 
Columbia, and will be offered in the three remaining states this 
fall. 

Second, there is the SearsCharge/Modernizing Credit Plan 
developed to give customers lower monthly payments and 
flexibility in the financing of extensive home improvements. 
Under this plan, specified home improvement merchandise and 
installation services may be financed over a period of up to five 
years with no down payment. In three states the company 
offers the Easy Payment plan. This closed end plan is being 
phased out. 

Information systems 

The company’s entire credit system is completely automated 
and linked by a computer network called “Credit Information 
System.” CIS enables all Sears credit central offices to 
communicate with each other, transfer accounts, obtain credit 
authorizations and provide information on individual accounts. 

Sears credit centers throughout the country work closely with 
data centers and accounting and processing centers to carry 
out the company’s large credit business. These offices are 
responsible for credit approvals, credit collection, adjustments, 
inquiries and complaints, and liaison work with local credit 
bureaus. 



You can count on Sears 
for credit when you need it 
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International 

International operations were adversely affected by worldwide 
inflation in 1980. Sales were up in most countries, but profits 
suffered from the impact of increased costs, competition and 
deteriorating currency values. 

Net sales from subsidiaries in Mexico and Brazil continued to 
be major sources of International revenues in 1980. The size 
and economic potential of these two countries are most 
conducive to the growth of Sears retail business. 

Including Mexico and Brazil, International operates 127 stores 
in 12 countries. This is in addition to interests in Canada. 

Canadian affiliate—Simpsons-Sears Limited 

1980 was a difficult year for Simpsons-Sears due to rising 
inflation, unemployment, high interest rates and the lowest level 
of consumer confidence in many years. Canadian retailers 


responded to market conditions with highly competitive 
programs that put great pressure on profit margins. 

Simpsons-Sears initiated an aggressive marketing program 
designed to increase sales and market penetration, and an 
effective inventory and cost control program to improve 
earnings. These efforts, together with improved productivity, 
organization and systems, provide the base for an improved 
performance in the future. From coast to coast, Simpsons- 
Sears operates 68 retail stores and more than 1,000 catalog 
sales units. 

Management technology 

An agreement was signed with Gala Ltd., a Santiago, Chile 
retailer. Sears will provide technology and management 
services on a fee basis and export merchandise for inventory. 
As part of the agreement, Sears will assign several individuals 
to help establish and operate the retail stores. The first “Gala- 
Sears” unit is scheduled to open in March 1982. 


Sears Roebuck de Mexico progress 

Retail marketing conditions in Mexico are favorable to Sears 
Roebuck de Mexico. Petroleum and gas reserves are extensive 
and capable of generating a satisfactory economic rate of 
growth for the foreseeable future. A generally steady growth of 
per capita income and employment, a population of about 70 
million, and a rural-to-urban migration throughout the country, 
have encouraged Sears management to initiate an ambitious 
expansion program. With the addition of two stores in 1980, 
Sears Roebuck de Mexico operates a total of 43 units. 

One of the stores opened in 1980 was the Mexico City Perisur 
full line store, located in the largest, most modern shopping 
center in Latin America. The other unit was a medium size store 
which opened in the interior city of Morelia. The Morelia store is 
significant because it represents the application of the concept 
of tailored merchandise lines suited to a relatively small interior 
city. Many future stores to be opened in the interior will use this' 
concept. 





Exterior Perisur Store. 


Interior Perisur Store. 
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Merchandise Group Results 


The operating results and financial position of the Merchandise 
Group are presented for each business, Merchandising, Credit 
and International. Each of these businesses are significant to 
the company, and are subject to varying cyclical trends and 
operate in differing regulatory and economic environments. 

Merchandising net sales increased 0.2 per cent to $16.87 
billion following a decline of 2.6 per cent in 1979. Fourth 
quarter 1980 net sales of $5 billion rose 3 per cent from 1979. 
This improvement reversed the trend of sales decreases in the 
second and third quarters of 1980. In recent months, the 
improved sales performance indicates that the unified national 
advertising and merchandising program has been productive. 
This enhances our confidence in achieving the goal of 
continued sales increases. 

The decline in net sales in 1979 was the composite of an 8.3 
per cent decrease in the first half and a 2.6 per cent increase in 
the second half. The first half reflected a merchandising 
strategy to improve gross margins by reducing the number of 
promotional items and the depth of price cuts on those items. 

In the second half, a change to more competitive pricing was 
dictated by economic conditions. 


NeS sales billions 


Quarter 

1980 

1979 

1978 

First 

$ 3.505 

$ 3.455 

$ 3 915 

Second 

3.979 

4.117 

4.340 

Third 

4.352 

4.386 

4.306 

Fourth 

5.029 

4.882 

4.723 

Year 

$16 865 

$16,840 

$17,284 

Per cent mcr. (deer.) 

0.2% 

(2.6)% 

3.8°, 


Sears sells. In addition, competitive conditions continue to 
prevent a full recovery of increasing merchandise costs. 


increase in prices 


Year 

CP.} 

Sears 

merchandise 

1980 

13.3% 

7.7% 

1979 

11.6% 

5 7% 

1978 

7 9% 

4 3% 


Merchandising income for 1980 amounted to $208.6 million, 
a decrease of 43.1 per cent from 1979 income of $366.8 
million. Income for 1979 decreased 13.2 per cent from 1978. 
Quarterly income (loss) was as follows: 


Quarter millons 

1980 

1979 

1978 

First 

$(18.3) 

$ 47.0 

$ 39 7 

Second 

30 5 

83 0 

80 7 

Third 

34.7 

106 3 

107 5 

Fourth 

161.7 

130.5 

194.5 

Year 

$208.6 

$366.8 

$422 4 

Per cent to net sales 

1.2% 

2 2% 

2 4% 


Merchandising income declined in the first three quarters of 
1980 compared with the prior year periods. Fourth quarter 
1980 income improved 23.9 per cent due to increased sales, 
tight control of expenses and a $28.3 million lower charge to 
eliminate the effect of inflation on inventory. The decrease in 
income in 1979 from 1978 occurred in the second half of the 
year. In the fourth quarter of 1979, increased markdowns 
reduced gross margins and year-end adjustments were 
disproportionate to the 1978 quarter. 


The percentages indicating the origin or classification of net 
sales for the past three years follow: 



1980 

1979 

1978 

Sales of general merchandise (including 
catalog counter sales in stores of 10.4%, 
10.2% and 11.2% and other catalog sales 
of 9.8%, 9.8% and 9.9%) 

94.3% 

94.6% 

95.1% 

Industrial sales 

2.2 

2.2 

1.9 

Repair services 

3.5 

3.2 

3.0 

Total net sales 

100.0% 

100.0% 

100.0% 


For 1980, merchandise net sales in stores decreased 0.3 per 
cent for all units and decreased 1.2 per cent for comparable 
units. Net sales of durable merchandise in 1980, 1979 and 
1978 represented 64.9 per cent, 65.9 per cent and 65.3 per 
cent, respectively, of merchandise net sales; non-durables 
were 35.1 per cent, 34.1 per cent and 34.7 per cent, 
respectively. 


Merchandising operating income declined 47.3 per cent in 
1980 and 16.1 per cent in 1979. In 1978, operating income 
rose 6.2 per cent. The ratio of operating income to sales in 
1980 was 2.0 per cent compared with 3.9 per cent for 1979, 
and 4.5 per cent in 1978. In 1980, pre-tax nonrecurring 
expenses amounted to 0.5 per cent of net sales. The cost of 
sales, buying and occupancy expenses increased 1.5 per cent 
in 1980 while sales increased only 0.2 per cent. Selling and 
administrative expenses increased 1.6 per cent in 1980 and 
represented 29.5 per cent of net sales compared with 29.0 per 
cent in 1979, and 28.7 percent in 1978. In the second half of 
1980, selling and administrative expenses as a per cent of sales 
declined 0.2 percentage points from the comparable 1979 
period as a result of more effective cost controls. In 1979, 
selling and administrative expenses declined 1.4 per cent but 
the decrease was not sufficient to overcome the effect of 
reduced sales. 


For several years, adverse economic conditions have affected 
Merchandising revenues. The increase in general inflation as 
measured by the Consumer Price Index has been greater than 
the increase in the price index of the kind of merchandise which 


During 1980, Merchandising increased advertising 
expenditures in accordance with its strategy. As a result, 
advertising expense for newspapers, TV, radio, and other 
media, excluding catalog costs, increased 12.1 per cent to 
$545 million in 1980. In 1979, advertising expense was 
decreased 7.5 per cent to $487 million. The ratio of advertising 
expense to sales was 3.2 per cent, 2.9 per cent and 3.0 per 
cent in 1980, 1979 and 1978, respectively. 
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Merchandise Group Results, continued 


Merchandising employs the last-in, first-out (LIFO) method of 
inventory valuation to more correctly match current costs with 
revenue than under the first-in, first-out (FIFO) method. Use of 
the LIFO method improves cash flow by reducing current tax 
liability. Increases in the cost of sales because of the difference 
between the two methods amounted to $171 million in 1980, 
$148 million in 1979, and $69 million in 1978. Due to 
competition and customer price sensitivity, selling prices of 
merchandise have not risen at the same rate as merchandise 
costs. The rate of inflation in non-merchandise costs for buying, 
occupancy, selling and administrative expenses has paralleled 
the Consumer Price Index which has been increasing at a 
higher rate than the rate of increase in general merchandise 
prices. 

The improvement of gross margins and cost controls is a 
continuing goal of Merchandising. The 1980 plan for 
simplification and consolidation of operations is intended to 
enhance this goal. 

The effective income tax rate for 1980 was 42.5 per cent 
compared with 45.4 per cent in 1979. The decrease in the tax 
rate was primarily due to the benefit of investment tax and 
other credits in relation to reduced 1980 pre-tax income. 

Equity in net income of unconsolidated companies which 
manufacture merchandise for Sears amounted to $6.3 million 
for 1980compared with $7.5 million for 1979 and $16.7 million 
in 1978. 

Merchandise inventories (LIFO basis) decreased 0.9 per cent to 
$2,605 billion at year end. Merchandise on order at year end 
was $3.8 billion, down from $4 billion at January 31, 1979. 

Capital additions in 1980 amounted to $344 million compared 
with $366 million for 1979. The investment in 1980 consisted of 
$263 million for expansion and $81 million for normal 
replacement. In 1980, Merchandising opened 36 stores, of 
which 15 were in new markets. Ai lalysis of the number of retail 
stores opened, closed and reclassified during 1980 follows: 



Full Line 

Medium 

Size 

Hard 

Line 

Total 

New markets 

7 

8 

— 

15 

Relocations 

9 

11 

1 

21 

Total opened 

16 

19 

1 

36 

Closed 

(5) 

(18) 

(8) 

(31) 

Reclassified—net 

(2) 

— 

2 

— 

Increase (decrease) 

9 

1 

(5) 

5 

Units in operation at end of 
year 

379 

361 

114 

854 


Additions to the retail system in 1980 totalled 5.0 million square 
feet of gross space: the net addition after closings was 2.2 
million square feet. Total retail space increased as follows: 

Gross square feet millions _ 



1980 

1979 

1978 

Full line stores 

79.2 

77.7 

76.7 

Medium size stores 

30.0 

29.4 

29.1 

Hard line stores 

3.1 

3.1 

3.2 

Other units 

4.0 

3.9 

4.0 

Total 

116.3 

114.1 

.13.0 


During 1980, Merchandising completed major additions to two 
of the 14 catalog merchandise distribution centers. The 
number of other selling facilities and independent catalog 
merchants amounted to 2,778, a decrease of 26 units. 

The source of funds from Merchandising operations amounted 
to $433 million, $596 million and $642 million for 1980, 1979 
and 1978, respectively. These amounts included depreciation 
expense of $220 million, $213 million and $207 million. 

The use of funds included net additions to property and 
equipment of $287 million, $306 million and $276 million for 
1980, 1979 and 1978, respectively. Any excess funds 
generated by Merchandising are remitted to Corporate while 
any deficiency of funds is obtained from Corporate. Excess 
funds remitted to Corporate in 1980, 1979 and 1978 were 
$263 (excluding transfer of Sears Tower), $473 and $404 
million, respectively. 

At January 31, 1981, the Merchandising commitment for 
capital expenditures for new facilities was $149 million for the 
period 1981 through 1983. This includes expenditures for 19 
full line and 16 medium size stores. 

In 1981, Merchandising plans to open 31 stores—16 in new 
markets and 15 relocations—resulting in a net addition of 3.3 
million square feet. 
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Credit sales accounted for 52.1, 54.2 and 53.3 per cent of 
gross sales of Merchandising in 1980, 1979 and 1978, 
respectively. The number of credit accounts and average 
balances at year-end were: 

Number of 

Accounts Average 

millions balances 



1980 

1979 

1980 

1979 

SearsCharge 

23.1 

22 8 

$313 

$297 

Easy payment 

1.7 

2.8 

426 

382 

Total 

24 8 

25.6 

$320 

$306 


Credit finance charge revenues, excluding revenues on 
accounts sold, were $968.3 million in 1980 and $934.1 million 
in 1979, increases of 3.7 per cent and 2.2 per cent, 
respectively, from the prior years. Finance charge revenues on 
revolving charge accounts, including rate changes, were up 
11.4 per cent in 1980 and 17.3 per cent in 1979. Installment 
sales contract revenues decreased 39.8 per cent in 1980 and 
40.8 per cent in 1979. This swing resulted from an earlier 
decision to convert installment accounts to revolving charge. 
Revenue yields on receivables averaged 14.5, 14.3 and 13.7 
per cent for 1980, 1979 and 1978, respectively. 

Credit incurred a loss of $33.5 million in 1980. Income of $14.5 
million in 1979 declined 59.9 per cent from 1978 income of 
$36.2 million. Credit results in 1980 and 1979 were adversely 
affected by increases of 22.5 per cent and 19.4 per cent in 
interest expense. 

Interest expense represented 54.5, 46.2 and 39.5 per cent of 
Credit revenues for 1980,1979 and 1978, respectively. Interest 
rates charged on the average debt of Credit were 11.7, 10.2 
and 8.1 per cent for the years 1980, 1979 and 1978, 
respectively. In addition, the provision for uncollectible 
accounts was $110.7 million in 1980, up from $78.2 million in 
1979 and $62.7 million in 1978. 

Based on current experience, the $102.2 million allowance for 
uncollectible accounts at January 31, 1981 is considered 
adequate. Accounts delinquent three or more monthly 
payments were 1.25 per cent as of January 31, 1981 
compared with 1.0 per cent the prior year. Charged-off 
accounts after recoveries and the related percentage of credit 
sales (including finance charges) for the three years ended 
January 31, 1981, excluding those from which receivables 
were sold, were: 


Year Ended January 31 



1981 

1980 

1979 

Charged-off accounts (in millions) 

$103 

$68 

$54 

Per cent of credit sales 

1.10% 

.70% 

.52' 


International revenues in 1980 rose 12.7 per cent to $873.8 
million. Increases of 24.9 per cent in Mexico and 8.9 per cent in 
Brazil were the principal factors. Revenues of $775.4 million for 
1979 decreased 12.8 per cent from $888.9 million in 1978. 
However, 1979 revenues on a comparable basis increased 
10.8 per cent after adjusting for the effect of the sale of the 
Columbian Corporation and reporting of the Venezuelan 
subsidiary on an equity basis in 1979. 

International income in 1980 declined 40.5 per cent to $29.7 
million. This included a decrease of $13.5 million in the equity in 
net income of Simpsons-Sears Limited and the Venezuelan 
subsidiary. A decrease of $9.6 million in realized capital gains 
was another contributing factor. Income increased 27.6 per 
cent to $49.9 million in 1979, from $39.1 million in 1978. This 
Increase is attributable to $9.8 million pre-tax gains from sale of 
property and securities and an increase of $5.5 million equity in 
net income of Simpsons-Sears. Equity in the net income of 
Simpsons-Sears accounted for 49, 47 and 46 per cent of 
International income in 1980, 1979 and 1978, respectively. 

Operating income declined 4.4 per cent in 1980 and 12.9 per 
cent in 1979. Interest expense rose $ 14.8 million due to higher 
rates on increased average borrowings in 1980. The decrease 
in 1979 operating income was the result of the reduced volume 
of sales. The operating income ratio to revenues was 6 per cent 
in 1980 compared with 7.1 per cent for both 1979 and 1978. 

International has historically been financed through internally 
generated funds and borrowings in the countries where it does 
business because of the weakness of local currencies in 
relation to the U. S. Dollar. International source of funds 
amounted to $58.3, $105.4 and $75.7 million in 1980, 1979 
and 1978. The Brazilian and Puerto Rican corporations sell 
customer account receivables to banks and finance 
companies. This form of financing may be used for future 
fundings of the operations of these and other International 
subsidiaries. 

The Mexican subsidiary expects, subject to various 
government requirements, to open 17 new stores between the 
years 1981 to 1984. The estimated capital expenditures to 
complete this expansion program are $25 million. It is 
anticipated that the majority of the financing will come from a 
combination of internally generated funds and local 
borrowings, although additional funding may be developed 
through the sale of stock. 


Credit intends to continue selling selected revolving charge 
account balances (see note 1, page 36) or use other 
alternatives to finance any increase in customer receivables, 
depending on the circumstances at the time. There are no 
capital requirements anticipated other than the financing of 
customer receivables. 
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Merchandising 
Statements of Income 


millions 


Year Ended January 31 


1981 

1980 

1979 

Net sales 

$16,865.0 

$16,839.6 

$17,284.4 

Costs and expenses 

Cost of sales, buying and occupancy expenses 

11,447.5 

11,277.1 

11,529.3 

Selling and administrative expenses 

4,969.0 

4,890.1 

4,958.4 

Retirement incentive 

61.1 

— 

— 

Customs settlement provision 

19.8 

— 

— 

Interest expense 

22.6 

18.2 

16.8 

Total costs and expenses 

16,520.0 

16,185.4 

16,504.5 

Operating income 

345.0 

654.2 

779.9 

Other income 

6.9 

3.7 

10.7 

Income before income taxes and equity in net income of unconsolidated companies 

351.9 

657.9 

790.6 

Income taxes 

149.6 

298.6 

384.9 

Income before equity in net income of unconsolidated companies 

202.3 

359.3 

405.7 

Equity in net income of unconsolidated companies 

6.3 

7.5 

16.7 

Merchandising income 

$208.6 

$ 366.8 

$ 422.4 


See notes to Consolidated and Merchandising financial statements. 


Notes to Merchandising Financial Statements millions 


Summary of significant accounting policies 
Basis of presentation 

The financial statements include the domestic merchandising 
accounts of Sears, Roebuck and Co. and certain wholly owned 
domestic subsidiaries directly related to retail distribution. 

Unconsolidated companies 

The principal domestic companies where ownership exceeds 
20 per cent and which are carried at cost plus equity in 
undistributed net income since acquisition are: 

Roper Corporation (41% owned, manufacturer) 

DeSoto, Inc. (31% owned, manufacturer) 

Keliwood Company (22% owned, manufacturer) 
Universal-Rundle Corporation (60% owned, manufacturer) 

Income taxes 

The results of operations of Merchandising are included in the 
income tax returns of Sears, Roebuck and Co. Tax liabilities 
and benefits arising in these returns due to the inclusion of 
Merchandising are allocated to Merchandising, whether or not 
such benefits are currently available on a separate return basis. 

Property and depreciation 

Merchandising provides depreciation principally by the 
straight-line method. Certain items in new, relocated or 
enlarged stores or major remodelings are written off within one 
year. 

Deferred expenses 

Production costs of major catalogs are deferred and amortized 
over the revenue producing lives of 2 to 6 months. 
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1. Income taxes 

Federal and state income taxes include: 


Year Ended January 31 



1981 

1980 

1979 

Provision 

Current 

$192.3 

$352.2 

$380.4 

Investment tax credit (flow-through method) 

(15.5) 

(20.1) 

(18.8) 

Deferred 

Current 

Pension expense 

23.9 

(27.3) 

5.8 

Retirement incentive 

(31.4) 

— 

— 

Maintenance agreement income 

(12.5) 

(16.4) 

(6.4) 

Other 

(16.5) 

(4-8) 

1.8 

Long-term 

Depreciation 

8.4 

15.6 

17.6 

Other 

.9 

(.6) 

4.5 

Total deferred 

(27.2) 

(33.5) 

23.3 

Financial statement income tax provision 

$149.6 

$298.6 

$384.9 

Classification 

Federal income tax 

Current 

$164.2 

$316.6 

$323.8 

Deferred 

(23.9) 

(45.7) 

14.3 

State income tax 

Current 

12.6 

15.5 

37.8 

Deferred 

(3.3) 

12.2 

9.0 

Financial statement income tax provision 

$149.6 

$298.6 

$384.9 
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Statements of Financial Position 


millions 


January 31 


1981 

1980 

Assets 

Current assets 

Cash 

$ 149.4 

$ 148.3 

Accounts receivable 

221.8 

246.4 

Inventories (note 2) 

2,604.8 

2,628.1 

Prepaid advertising, taxes and other deferred charges 

354.2 

337.4 

Total current assets 

3,330.2 

3,360.2 

Investments in and advances to unconsolidated companies 

197.3 

225.4 

Property and equipment 

Land 

251.0 

288.9 

Buildings and improvements 

2,384.9 

2,486.1 

Capitalized building leases 

202.4 

209.8 

Furniture, fixtures and equipment 

1,658.4 

1,583.9 


4,496.7 

4,568.7 

Less accumulated depreciation 

1,996.9 

1,898.4 


2,499.8 

2,670.3 

Total assets 

6,027.3 

6,255.9 

Liabilities 

Current liabilities 

Accounts payable and accrued expenses 

954.3 


Income taxes accrued 

63.4 


Other taxes accrued 

270.8 

264.1 

Unearned maintenance agreement income 

381.6 

341.6 

Total current liabilities 

1,670.1 

1,595.1 

Deferred income taxes (note 1) 

207.6 

212.7 

Capitalized lease obligations 

132.2 

139.4 

Total liabilities 

2,009.9 

1,947.2 

Capital 

$4,017.4 

$4,308.7 


Notes to Merchandising Financial Statements, continued 


A reconciliation of effective income tax rates, based upon in¬ 
come before taxes and equity in net income of unconsolidated 
companies, with the statutory federal tax rate is: 


Year Ended January 31 



1981 

1980 

1979 

Statutory federal income tax rate 

46.0% 

46.0% 

47.8% 

State income taxes, net of federal income taxes 

2.6 

2.3 

3.0 

Investment lax credit 

(4.4) 

(3.1) 

(2.3) 

Capital gains 

(.6) 

— 

— 

Other 

(1.1) 

.2 

.2 

Effective income tax rate 

42.5% 

45.4% 

48.7% 


2. Inventories 

Inventories are valued at the lower of cost (using the last-in, 
first-out—LIFO method) or market by application of the Bureau 
of Labor Statistics' price indices to inventories at their selling 
values. Merchandising employs the LIFO method of inventory 
valuation because this method results in a better matching of 
costs and revenues. The LIFO increment to cost of sales in the 
period to adjust for the effect of inflation was $171, $148 and 
$69 million for the years ended January 31, 1981, 1980 and 
1979, respectively. If the physical quantity of goods in 
inventory at January 31, 1981 and 1980 were to be replaced, 
the estimated expenditure of funds required would exceed the 
amounts reported by approximately $670 million and $440 
million, respectively. 
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Merchandise Group 

Statements of Changes in Financial Position 


millions 


Year Ended January 31 


1981 

1980 

1979 

Source of funds 

Merchandising income 

$ 208.6 

$ 366.8 

$ 422.4 

Depreciation 

220.3 

213.4 

206.7 

Deferred income taxes 

(5.1) 

16.8 

22.1 

Dividends from unconsolidated companies greater (less) than equity in net 
income 

9.0 

(-9) 

(9.5) 

From operations 

432.8 

596.1 

641.7 

Change in capitalized lease obligations 

(7.2) 

.7 


Change in investments and advances to unconsolidated companies 

19.1 

(20.9) 


Total source 

444.7 

575.9 

672.7 


Use of funds 

Funds remitted to (from) Corporate 

499.9 

473.0 

404.1 

Net additions to retail property and equipment 

287.0 

306.2 

276.3 

Property transferred to Corporate, principally Sears Tower 

(237.2) 

— 

— 

Total use 

549.7 

779.2 

680.4 

Decrease in working capital 

$ (105.0) 

$ (203.3) 

$ (7.7) 


Changes in working capital components 


Current assets 


Cash 

$ 1.1 

$ 

$ (18.0) 

Accounts receivable 

(24.6) 

(122.6) 

24.8 

Inventories 

(23.3) 

118.6 

(100.2) 

Prepaid advertising, taxes and other deferred charges 

16.8 

43.8 

28.6 

increase (decrease) in current assets 

(30.0) 

39.8 

(64.8) 

Current liabilities 

Accounts payable and accrued expenses 

89.0 

163.4 

(105.6) 

Income taxes accrued 

(60.7) 

27.5 

(6.3) 

Other taxes accrued 

6.7 

11.4 

28.6 

Unearned maintenance agreement income 

40.0 

40.8 

26.2 

increase (decrease) in current liabilities 

75.0 

243.1 

(57.1) 

Decrease in working capital 

(105.0) 

(203.3) 

(7.7) 

Working capital (at end of period) 

$1,660.1 

$1,765.1 

$1,968.3 


See notes to Consolidated and Merchandising financial statements. 
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Credit 

Statements of Income 


millions 


Year Ended January 31 


1981 

1980 

1979 

Finance charge revenues 




Revolving charge accounts 

$ 883.7 

$793.5 

$676.6 

Installment sales contracts 

84.6 

140.6 

237.6 

Total finance charge revenues 

968.3 

934.1 


Operating expenses 




Costs and expenses (note 1) 

382.0 

385.4 

413.4 

Retirement incentive 

3.1 

— 

— 

Provision for uncollectible accounts (note 2) 

110.7 

78.2 

62.7 

Interest expense 

528.2 

431.3 

361.2 

Total operating expenses 

1,024.0 

894.9 

837.3 

Operating income (loss) 

(55.7) 

39.2 

76.9 

Other income (loss) 

(10.7) 

(10.7) 

(3.2) 

Income (loss) before income taxes 

(66.4) 

28.5 

73.7 

Income taxes (benefit) (note 3) 

(32.9) 


37.5 

Credit income (loss) 

$ (33.5) 

$ 14.5 

$ 36.2 


See notes to Consolidated and Credit financial statements. 


Notes to Credit Financial Statements millions 


Summary of significant accounting policies 
Basis of presentation 

The financial statements of Credit reflect the accounts and 
activities of the company’s domestic merchandising customer 
credit operations and include all the revenues and costs related 
to the extension, maintenance and collection of potentially 
finance charge bearing customer accounts of Merchandising. 
Credit operation expenses do not include costs which a 
merchant would incur for a sale paid for in cash or by a third- 
party credit card. 

Income taxes 

The results of operations of Credit are included in the income 
tax returns of Sears, Roebuck and Co. Tax liabilities and 
benefits arising in these returns due to the inclusion of the credit 
operations are allocated to Credit, whether or not such benefits 
are currently available on a separate return basis. 


Basis for assignment of debt and interest expense 

The debt of Credit is legally the responsibility of Sears, 
Roebuck and Co., Sears Roebuck Acceptance Corp. or Sears 
Overseas Finance N.V. For purposes of developing the financial 
statements of Credit, a debt to equity ratio of 4 to 1 has been 
assigned to Credit as of 1970. Thereafter, its equity has 
increased due to the full reinvestment of its earnings and its 
debt has grown as needed to finance the growth in customer 
receivables. Interest expense on the average debt outstanding 
is charged to Credit at a rate equal to the average cost of ail 
funds borrowed for general corporate purposes by Sears, 
Roebuck and Co. and certain wholly owned finance 
subsidiaries. These rates were 11.7, 10.2 and 8.1 per cent for 
the years 1980, 1979 and 1978. 

Income recognition 

Finance charges on revolving charge and installment sales 
contracts are recognized as earned. Unearned finance charges 
on installment sales contracts are recognized over the contract 
lives, the longest of which are 60 months. 
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Credit 

Statements off Financial Position 


millions 


January 31 


1981 

1980 

Assets 

Retail customer receivables 

Revolving charge accounts (note 1) 

$6,226.9 

$5,956.0 

Installment sales contracts 

724.0 

1,068.9 


6,950.9 


Less: Unearned finance charges 



Allowance for uncollectible accounts (note 2) 


94.9 


6,794.0 

6,857.7 

Cash 

72.0 

72.5 

Other assets 

11.3 

79.0 

Total assets 

6,877.3 

7,009.2 

Liabilities 

Debt 

4,757.0 

4,747.0 

Deferred income taxes 

980.6 

1,165.8 

Accrued interest payable 

73.1 

67.9 

Accounts payable and accrued expenses 

86.0 

14.4 

Total liabilities 

5,896.7 

5,995.1 

Capital 

$ 980.6 

$1,014.1 

See notes to Consolidated and Credit financial statements. 



Notes to Credit Financial Statements, continued 




1. Accounts receivable 

Credit sells, without recourse, selected revolving charge 
account balances. As of January 31, 1981 and January 31, 
1980 the aggregate outstanding balances in such accounts 
were $998.5 million and $810.7 million, respectively. 
Receivables are sold at a discount, the purchaser receives all 
cash collections, and Credit is paid a fee for administering the 
accounts sold. The fee received for administering sold 
accounts, $58.6 million, $43.7 million, and $5.8 million in the 
years ended January 31, 1981, 1980 and 1979, respectively, 
has been recorded as a recovery of credit costs. The discount 
and administrative fee for future purchases are established 
periodically by the purchasers. Under certain circumstances, 
Credit may cease selling receivables and may repurchase 
those previously sold on 30 days notice at their then fair value. 
Retail customer receivables, shown in the accompanying 
statements of financial position, include approximately $2.0 
billion at January 31, 1981, which will not become due within 
one year. These receivables are expected to earn finance 
charge income at annual percentage rates ranging from ten to 
twenty-one per cent. 


2. Allowance for uncollectible accounts 

Year Ended January 31 



1981 

1980 

1879 

Balance—at beginning of year 

$ 94.9 

$ 84.9 

$ 82.0 

Provision for uncollectible accounts 

110.7 

78.2 

62.7 

Charged-off uncollectible reserves 

(118.5) 

(81.7) 

(66.4) 

Recoveries of chargeoffs 

15.1 

13.5 

12.4 

Reserve allocable to accounts sold 

— 

— 

(5.8) 

Balance at end of year 

$102.2 

$ 94.9 

$ 84.9 


Provisions for credit losses are charged to income in amounts 
sufficient to maintain the allowance for anticipated losses on 
receivables. 

An account balance is charged off when, in the opinion of 
management, it is no longer profitable to continue collection 
efforts to liquidate the balance. 
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Statements of Changes in Financial Position 


millions 


Year Ended January 31 


1981 

1980 

1979 

Source of funds 

Credit income (loss) 

$ (33.5) 

$ 14.5 

$ 36.2 

increase (decrease) in deferred income taxes 

(185.2) 

89.0 

2.5 

Depreciation 

2.0 

1.8 

1.6 

Increase (decrease) in other assets and liabilities 

142.5 

(80.3) 

66.8 

From operations 

(74.2) 

25.0 

107.1 

Additional borrowings 

10.0 

487.5 

— 

Sale of customer receivables 

187.8 

167.5 

643.2 

Total source 

$ 123.6 

$680.0 

$750.3 

Use of funds 

Increase in retail customer receivables, before sale of accounts 

$ 124.1 

$678.6 

$700.4 

Reduction in borrowings 

— 

— 

45.3 

Increase (decrease) in cash 

(.5) 

1.4 

4.6 

Total use 

$ 123.6 

$680.0 



3. Income taxes 

Federal and state income taxes include: 


Year Ended January 31 



1981 

1980 

1979 

Provision 

Current 

$157.0 

$(57.9) 

$41.5 

Deferred 

Installment sales 

(210.4) 

37.9 

(35.2) 

Receivable reserves 

7.4 

35.5 

31 2 

Pension expense 

_ 

(1.5) 

— 

Retirement incentive 

(1.5) 

— 

— 

Other 

14 6 

— 

— 

Financial statement income tax provision (benefit) 

$(32.9) 

$ 14.0 

$37.5 

Classification 

Federal income tax 

Current 

$136.5 

$(52.3) 

$35.8 

Deferred 

(165.0) 

64.6 

(2.6) 

State income tax 

Current 

20.5 

(5 6) 

5.7 

Deferred 

(24.9) 

7.3 

(1.4) 

Financial statement income tax provision (benefit) 

$(32.9) 

$ 14.0 

$37.5 


A reconciliation of the effective income tax rate on income 
before taxes with the statutory federal income tax rate is: 

_ Year Ended January 31 

_ 1981 1980 1979 

Statutory federal income tax rate _ 46 0% 46.0% 47 8 % 

State income taxes, net ot federal income taxes 3 6 3.1 3 1 

Effective income tax rate 49 6% 49 1% 50.9% 
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international 
Statements of Income 


millions 


Year Ended January 31 


1981 

1980 

1979 

Revenues 

Sales and services 

$797.2 

$704.6 

$819.0 

Finance charges 

76.6 

70.8 

69.9 

Total revenues 

873.8 

775.4 

888.9 

Costs and expenses 

Cost of sales, buying and occupancy expenses 

530.9 

465.4 

571.9 

Retirement incentive 

1.2 

— 

— 

Selling and administrative expenses 

244.8 

225.5 

224.6 

Interest expense 

44.5 

29.7 

29.5 

Total costs and expenses 

821.4 

720.6 

826.0 

Operating income 

52.4 

54.8 

62.9 

Realized capital gains from properties and securities 

.2 

9.8 

— 

Net foreign exchange (loss) 

(10.2) 


(6.8) 

Income before income taxes and equity in net income of unconsolidated 
companies and minority interest 

42.4 

55.6 

56.1 

Income taxes 

20.4 

29.3 

32.4 

Income before equity in net income of unconsolidated companies 
and minority interest 

22.0 

26.3 

23.7 

Equity in net income of unconsolidated companies 

13.8 

27.3 

19.1 

Minority interest 

(6.1) 

(3.7) 

(3.7) 

International income 

$ 29.7 

$ 49.9 

$ 39.1 


See notes to Consolidated and International financial statements. 


Notes to International Financial Statements millions 


Summary of significant accounting policies 
Basis of presentation 

The combined financial statements include the retail operations 
in Spain, Central America, South America, Mexico, and Puerto 
Rico, sales to foreign non-affiliated retailers, and two financial 
institutions that support these operations. 

Investments in Simpsons-Sears Limited and Sears, Roebuck 
de Venezuela S. A. and various shopping centers are carried at 
cost plus equity in undistributed income since acquisition. 

Inventories 

Merchandise inventories are stated at the lower of cost (first-in, 
first-out basis) or market as determined by the retail inventory 
method for store inventories and specific identification for 
warehouses. 


Employe benefits 

Under the labor laws of most of the foreign countries wherein 
the company operates, severance and seniority benefits, 
based on length of service, are generally awarded to employes 
who terminate employment. The method under which the 
company accrues this benefit is based on prior years’ payment 
experience and provides for progressively larger charges to 
income each year as salary levels and employes’ seniority 
increase. 

Property and depreciation 

Property and equipment are stated at cost less accumulated 
depreciation. Revaluation of assets in accordance with local 
law or custom is eliminated in translation. 
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Statements of Financial Position 


millions 



January 31 



1981 

1980 

Assets 

Current assets 

Cash and marketable securities 


$ 29.5 

$ 26.9 

Accounts receivable, net (note 2) 


301.1 

232.2 

Inventories 


116.8 

91.1 

Prepaid advertising and other assets 


14.5 

5.3 

Total current assets 


461.9 

355.5 

Investments and advances 


243.1 

243.6 

Property and equipment (less accumulated depreciation of $60.7 and $55.3) 


99.9 

91.2 

Total assets 


$804.9 

$690.3 

Liabilities 

Current liabilities 

Short-term borrowings 


$148.7 

$102.3 

Accounts payable and accrued expenses 


152.9 

93.3 

Deferred taxes 


21.4 

17.6 

Unearned maintenance agreement income 


9.1 

8.0 

Total current liabilities 


332.1 

221.2 

Indemnity reserves 


24.9 

20.9 

Minority interest 


19.7 

14.5 

Deferred income taxes (note 3) 


(•9) 

2.1 

Long-term debt 


27.5 

41.3 

Total liabilities 


403.3 


Capital 


$401.6 

$390.3 


1. Simpsons-Sears Limited and Consolidated 
Subsidiaries. Simpsons-Sears Limited is a retailer of a broad 
line of general merchandise in Canada. Condensed financial 
statements of Simpsons-Sears Limited and consolidated 
subsidiaries (40.3% equity-owned; approximately 50.0% 
voting stock-owned) are as follows: 


Statements of Income 


Fiscal Year Ended 

February 4, 
1981 

January 30. 
1980 

January31, 

1979 

Net revenues 

$2,519.4 

$2,248.4 

$2,205.3 

Expenses 

2.455.9 

2,161.0 

2,132.9 

Operating income 

63.5 

87.4 

72.4 

Income taxes 

27.4 

38.7 

31.2 

Exchange gain (loss) 

(3.5) 

2.5 

(1-3) 

Equity in net income of uncon¬ 
solidated companies 

3.4 

7.0 

46 

Net income 

$ 36.0 

$ 58.2 

$ 44.5 

Sears, Roebuck and Co. equity in 
net income 

$ 14.5 

$ 23 5 

$ 180 


Statements of Financial Position 



February 4. 
1981 

January 30. 
1980 

Assets 

Current assets 

$1,066 0 

$1,012.0 

Property and equipment 

345.3 

339.3 

Investments and other assets 

57.9 

53.4 

Total assets 

1,459.2 

1.404 7 

Liabilities 

Current liabilities 

467.6 

433 7 

Long-term debt 

455.0 

433.8 

Deferred income taxes 

20 4 

21.8 

Total liabilities 

943 0 

889 3 

Equity 

$ 526.2 

$ 515.4 

Sears. Roebuck and Co. share of equity 

$ 214.8 

$ 2110 
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international 

Statements of Changes in Financial Position 


millions 


Year Ended January 31 


1981 

1980 

1979 

Source of funds 

From operations 

$ 36.9 

$ 33.1 

$ 55.8 

Proceeds from long-term debt 

18.4 

41.5 

17.9 

Capital contributions 

2.0 

9.3 

2.0 

Proceeds from sale of stock and properties 

1.0 

21.5 

— 

Total source 

58.3 

105.4 

75.7 

Use of funds 

Dividends paid 

21.2 

19.9 

15.6 

Changes in investments 

— 

21.5 

(•8) 

Change from consolidated basis to equity basis 

— 

31.2 

— 

Currently maturing long-term debt 

26.4 

22.2 

39.4 

Additions to property and equipment (net) 

15.2 

10.1 

18.3 

Total use 

62.8 

104.9 

72.5 

Increase (decrease) in working capital 

$ (4.5) 

$ .5 

$ 3.2 


Changes in working capital components 

Current assets 

Decrease in working capital resulting from change to equity 
basis from consolidated basis 

$ — 

$(31.2) 

$ — 

Cash and marketable securities 

2.6 

2.7 

11.9 

Accounts receivable 

68.9 

24.2 

48.5 

Inventories 

25.7 

5.9 

11.6 

Prepaid advertising and other assets 

9.2 

.8 

2.8 

Increase in current assets 

106.4 

2.4 

74.8 

Current liabilities 

Short-term borrowing 


(5.2) 

51.3 

Accounts payable and other liabilities 

59.6 

(2.6) 

17.1 

Deferred income taxes 

3.8 

S.2 

1.7 

Unearned maintenance agreement income 

1.1 

.5 

1.5 

Increase in current liabilities 

110.9 

1.9 

71.6 

Increase (decrease) in working capital 

(4.5) 

.5 

3.2 

Working capital (at end of period) 

$129.8 

$134.3 

$133.8 


See notes to Consolidated and International financial statements. 
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Notes to Internationa! Financial Statements, continued 


2. Accounts receivable 

Customer accounts sold by the Puerto Rican company, with a 
discount and a reserve, and credit accounts owned by direct 
consumer finance companies in Brazil are not included in 
International's receivables. The outstanding balance of 
receivablessold by these subsidiaries at January 31,1981 and 
1980 was $53.1 million and $97.7 million, respectively. 

In accordance with recognized trade practices, customer 
accounts receivable at January 31, 1981 and 1980, shown in 
the accompanying statements of financial position, include 
approximately $39.1 million and $38.2 million, respectively, 
which will not become due within one year. 

3. Income taxes 

Income tax expense reflects the income taxes paid or accrued 
by the foreign subsidiaries plus taxes paid or expected to be 
paid on funds which are expected to be remitted by these 
subsidiaries. U.S. income and foreign withholding taxes are not 
provided on unremitted earnings of international companies 
which Sears considers to be permanent investments. The 
cumulative amount of unremitted earnings of $274 million at 
January 31, 1981, would require additional tax payments of 
approximately $40 million, if remitted. Investments allowed in 
certain countries as tax incentives have been fully reserved. 
United States and foreign income taxes include: 


Year Ended January 31 



1981 

1980 

1979 

Provision 

Current 

$23.3 

$27.3 

$29.7 

Deferred 

Current 

Installment sales 

4.7 

9.3 

4.5 

Receivable reserves 

( 2 . 7 ) 

(3.5) 

(3.0) 

Maintenance agreement income 

(- 7 ) 

(.2) 

(.1) 

Other 

— 

(.7) 

(.8) 

Long-term 

Exchange gain (loss) 

(1.3) 

(1.6) 

4.0 

Employe indemnities 

(2.7) 

(1.1) 

(2.1) 

Other 

(.2) 

(.2) 

.2 

Total deferred 

(2.9) 

2.0 

27 

Financial statement income tax provision 

$20.4 

$29.3 

$32.4 

Classification 

United States income taxes 

$ 2.3 

$ 4 

$ 4 

Foreign income taxes 

18.1 

28.9 

32.0 

Financial statement income tax provision 

$20.4 

$29 3 

$32.4 


A reconciliation of effective rates, based upon income before 
taxes and equity in net income of unconsolidated companies, 
with the weighted average foreign statutory tax rates is as 
follows: 


Year Ended January 31 




1981 

1980 

1979 

Statutory income tax rate 
(including taxes on dividends remitted) 


52 2% 

44 3% 

50 2°/ 

Exchange loss 


12 6 

7.8 

6.0 

Deduction for inflation 


(19.4) 

(5 6) 

(3 5) 

Tax provided for the sale of stock 


— 

— 

8.7 

Prior year tax adjustment 


4 

6.5 

.3 

Non-taxable expense (net) 


2 1 

(18) 

(5 4) 

Other 


.2 

1.5 

1.5 

Effective income tax rate 


48 1% 

52.7% 

57.8°/ 


4. Pending disposition of subsidiaries 

Pursuant to Venezuelan Jaw, the company is required to reduce 
its equity in its Venezuelan subsidiary to less than 20 per cent. 
Prior to the end of 1979, the company placed on deposit with 
Venezuelan banks the necessary number of shares of its 
subsidiary to comply with the equity limitation requirement. 
While the company retains title to these shares and receives 
payment of any cash dividends paid thereon until the shares 
are sold to Venezuelan investors, the voting rights to the shares 
have been transferred irrevocably to the depository banks. The 
company remains obligated to sell the shares on deposit to 
Venezuelan investors. 

In connection with the approval to open additional stores in 
Mexico through 1982, the Mexican subsidiary is required to 
increase Mexican participation in its outstanding stock from the 
1978 level of 20 per cent, in partial compliance with the 
approval, the company sold one per cent of the outstanding 
shares of the Mexican subsidiary to the subsidiary’s employes 
savings and pension fund on November 14, 1980. At January 
31, 1981, the company owned 75.4 per cent and the fund 
owned 24.6 per cent of the outstanding shares of this 
subsidiary. 
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Fifty ysars ago Allstate insured its first car, a 1930 Studebaker (above). 
Allstate Group senior management, from left. (1st row) Archie R. Boe, Richard 
J. Haayen, (2nd row) John K. O'Loughlm, Donald L. Schaffer, (3rd row) H. 
Galen Allen, Albert W. Bilgen, (4th row) Mark A. Poss, Robert B. Sheppard and 
Wayne E. Hedien. 


Our customers expect us to be there. 

That’s what insurance is all about. We deal in emergencies... 
the emergencies that happen to people. Our customers expect 
us to provide a fair settlement to cover their financial and 
physical losses. The quality of the service we provide in time of 
crisis is the foundation for the growth of Allstate. 

Each year, we have to work harder and manage smarter to 
meet the needs and expectations of the growing number of 


people and organizations who buy our products and depend on 
us for protection. 

Fifty years ago, when we began business in April of 1931, we 
had a single product to sell through the Sears catalog. We had 
one room, operated with a staff of 20 people, and there was no 
immediate need for a claims form. At the end of our first fiscal 
year, we had recorded $118,000 in premiums, from the sale of 
4,217 policies. 

Today, in revenues, Allstate is a $6.2 billion international 
insurance company, with more than 20 million policies in force, 
served by the efforts of 39,800 employes. We have one of the 
largest employe claims staffs in the world, backing up the 
productivity of 10,800 employe agents and hundreds of 
independent agents. 

Our customers today are more sophisticated buyers with more 
complex needs than our customers in 1931. They demand a 
greater variety of insurance coverages, more comprehensive 
information about what they are buying, faster delivery of the 
services they pay for, and they have a right to expect that the 
company they select will meet all these needs for the long term. 

To do that job, we are compelled to utilize the best talents, 
ideas and technology the business world has to offer. 

Organization 

Our property-iiabiiity personal lines customers are served 
through 22 regional offices throughout the United States, each 
headed by a regional associate vice president who reports to 
one of four zone offices. These offices are responsible for the 
sale and distribution of our products, as well as for the delivery 
of claims service. 

Our commercial customers are served through local offices, 
each in turn served by one of four coordinating offices. Four 
territorial life insurance offices coordinate the servicing of life 
insurance customers. 

Consumer finance is handled through a department in the 
personal lines regional offices. 

Our businesses 

Allstate is primarily a property-liability and life insurance group 
of companies serving the insurance needs of millions of 
individuals. Passenger auto insurance accounts for 61.7 per 
cent of our premium income. Residential insurance, whether 
homeowners or renters, accounts for 17.6 per cent of our 
premiums. 

Allstate’s other businesses are diverse and span the globe. 

Allstate Life Insurance Company was established in 1957 as a 
major move into product diversification. In 1980, the operation 
ranked in the upper one per cent of the nearly 1,900 U.S. legal 
reserve life companies in terms of new personal life insurance 
issued. 
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The company began international operations in 1959. The 
introduction of property and liability lines to Japan is the latest 
expansion of the international group. 

The insurance needs of business enterprises are served 
through the company's several commercial divisions and 
subsidiaries: 

... the Commercial ‘nsusance Division and Northbrook 
Property and Casualty Insurance Company, which meet a 
broad spectrum of primary business insurance needs; 

... Northbrook Excess and Surplus Insurance Company, a 
major factor in the excess and surplus lines field; 

... the Reinsurance Division, a writer of reinsurance nationally 
and internationally; and 

... the Group Insurance Division of Allstate Life Insurance 
Company, which writes a full line of employe benefit products. 

Allstate makes auto, boat, home equity and personal loans as 
an adjunct to our insurance businesses. Almost one million 
people count on the Allstate Motor Club for travel-related 
services. 

Technology 

The rapidly increasing demands for efficient transmission and 
use of information will be met by a network of regional earth 
stations, as Allstate begins to use satellites to transmit 
statistical data and provide for additional policyholder service 
across the country. Data, voice, electronic mail, image and 
video conferencing are a part of the system which will use state 
of the art technology. 

Over the last two decades, computers have been used to great 
advantage by the company. Traditionally, insurance records 
have been maintained in a paper policy file. By mid-1981, 
AFIS—Allstate’s File Information System—will be installed 
countrywide, and millions of manila folders will be eliminated as 
additional information is added to present computer records. 
This goal was achieved after many years of work, and we will 
now be able to provide improved information access through 
integrated and coordinated systems. The result will be 
improved policyholder service, expense reduction, and 
improved productivity. 

Technology is monitored closely, as the technological 
explosion around us provides new opportunities for 
management. Several prototypes to develop "office of the 
future” concepts are in use. Office automation provides 
improved access to information, a reduction of paper, and 
creates more challenging jobs for employes. 

Allstate and Allstate Life each maintain large data centers on a 
round-the-clock basis. Our sophisticated network control 
center monitors and controls transmissions between regional 
and claim service office computer systems. 



Allstate’s sophisticated network control center monitors and controls 
transmissions between regional and claim service office computer systems 
countrywide. 


Products 

Introductions of improved products during Allstate’s 50th 
anniversary year will center on both the life insurance and home 
insurance lines. 

A broad modernized line of life insurance products will be 
available during the year. The company also plans to introduce 
residential protection discounts and home reconstruction 
guarantees during the year. 
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A variety of new products and programs have been introduced 
by the company recently, including the market value home 
protection policy; the make and model rating program, which 
rates autos according to their specific property loss potential; 
and new and rehabilitated home discounts. 

In 1980, two new individual health products—a comprehensive 
surgical plan and comprehensive major medical plan—were 
announced. Commercial products included a new small 
employer group plan and business owners policy. 

Product distribution 

Though Allstate utilizes all systems of distribution, the nucleus 
of our sales forces remains our 10,800 employe agents who sell 
our products in booths in Sears stores or through 
neighborhood offices. 

In the past five years, Allstate has also developed an 
independent agent force to sell the company's products in rural 
areas where there is no full-time Allstate agent. The company 
presently has 1,690 independent agents on contract, with 
plans to expand that number during the next decade. 

Commercial products are sold through independent 
commercial agents and brokers. 

Allstate presently uses extensive direct-mail sales techniques 
and is actively working to expand this sales too! as a means of 
supporting the Allstate agent’s productivity. 

During 1981, a special marketing task force has been 
examining the competitive insurance sales environment with a 
special eye to keeping Allstate competitive in the years ahead. 


Customer service 

No one, we believe, better knows how to do a job effectively 
than the person closest to it. For this reason we are constantly 
evaluating and rethinking our management processes at 
Allstate. 



After a brush fire incinerated 50 California homes, Allstate policyholder 
Marianne Dancy was impressed by claim representative Sandy Ross: "i live 
alone with my two children and have no one to depend on, but Allstate stood 
behind me. Within four hours of the fire, I had a check for extra living expenses 
in my hand." 


Several years ago, we looked at our approach to marketing our 
many products and services, and decided that our agents 
should help set their sales and career goals in order to increase 
productivity and customer service. 

In the last few years, we have also been reviewing the 
management procedures of our claim department and how 
those procedures impact customer service. Our goal continues 
to be claims service second to none. To that end, we have 
inaugurated new processes which provide greater continuity in 
the handling of claims, to the benefit of both the customer and 
the professional development of the staff. 







We will continue to look at those other operations which have 
the greatest impact on our customers. Customer service has 
been and remains one of Allstate’s top commitments. 
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Allstate Group Results 


Insurance premiums and all other revenues earned by the 
Allstate Group totalled $6.2 billion in 1980 and $5.8 billion in 
1979, increases of 7.1 and 10.4 per cent respectively from the 
prior years. The increases in revenues were principally from 
premiums earned on property-liability lines of insurance 
together with significant gains in investment income in both 
years. Price competition for quality insurance business was 
keen in both 1980 and 1979. 

Allstate Group income for 1980 was $450.4 million and $421.8 
million for 1979, up $28.6 million and down $6.6 million 
respectively as compared to the prior years. Decreases in 
property-liability insurance underwriting results in both 1980 
and 1979 were substantially offset by related tax benefits and 
increases in investment income, realized capital gains and life 
insurance earnings. 

Underwriting results of the property-liability insurance industry 
deteriorated in both 1980 and 1979. Allstate’s property-liability 
insurance operations had a combined ratio of claims and 
expenses to premiums earned of 102.0 for 1980 compared to 
101.0 in 1979 and 97.2 in 1978. 

The average cost of the various classes of claims continued to 
increase very sharply in 1980 and in 1979. In addition, 
insurance claims arising from major storms plagued the 
property-liability insurance operations for the second year in a 
row. Claims of this type in 1980and 1979 were almost double 
and triple respectively the dollar amount recorded in 1978. 
Rate increases, which affected premiums earned, and an 
improved auto claim frequency rate partially offset the higher 
costs in both years. 

Pre-tax net investment income for the property-liability 
insurance companies increased $47.5 million or 12.2 per cent 
to $437.9 million in 1980 as compared to the $390.4 million in 
1979. For 1979 the increase was $60.5 million or 18.3 per cent 
over the 1978 amount of $329.9 million. The increases reflect 
both a greater amount of funds invested and a higher yield on 
the portfolio. 

Life insurance in force rose $2.4 billion during 1980 to $28.9 
billion. In 1979 it rose $2.2 billion. Life insurance premium 
income of $257.4 million in 1980 was flat as an increase in 
personal lines was offset by a decrease in group. During 1979 
life insurance premiums increased $23.5 million to $257.7 
million as compared to 1978. income from life insurance 
operations, before income taxes and realized gains for years 
1980 and 1979, totaled $79.5 and $71.8 million respectively. 
The increases were $7.7 and $11.5 million from the prior years. 

Income from financial services before income taxes was $12.1 
million in 1980 compared with $12.7 million in 1979and$14.8 
million in 1978. Gross earnings from higher yields on new loans 
approximately offset the effect of reduced loan volume during 
the period. However, interest rates on short-term indebtedness 
increased and were at high levels during the two-year period 
resulting in narrowed margins. 


Capital gains realized from the sale of investments in 1980 
amounted to $72.9 million before income taxes, up significantly 
from $44.7 million recorded in 1979. The 1979 amount was 
also a substantial increase from the 1978 total of $22.3 million. 
Allstate's portfolio of marketable equity securities consisting of 
common and preferred stocks showed a pre-tax net unrealized 
gain of $272.6 million at the end of 1980 compared with $112.3 
million at year-end 1979. The comparable amount for 1978 
was a loss of $6.9 million. 

During 1980, the Allstate Group generated $933 million in new 
funds from operations compared with $849 million in 1979 and 
$1 billion in 1978. In mid 1978, the company began converting 
its passenger auto insurance policies from a 12 month term to a 
six month term. The flow of new funds was affected during the 
1978 and 1979 conversion period. In the past three years 
dividends of $190, $175 and $155 million were paid to the 
parent company, Sears. This was equivalent to 42.2,41.5 and 
36.2 per cent of the net income of the Allstate Group for the 
respective periods. More than $2 billion was added to the 
investment portfolio during the past three years. 

The Allstate Insurance Companies have no debt for borrowed 
funds. Allstate’s financial services business is supported by 
capital, long-term debt, and short-term funds obtained 
primarily through the placement of commercial paper and 
borrowing under short-term agreements with certain bank trust 
departments. During 1979, $50 million of 9% per cent senior 
notes due March 15, 1986, were sold. Proceeds from this 
additional long-term debt were used to reduce short-term debt. 

Allstate expects its operations will continue to generate 
satisfactory cash flow, which should result in an increase in the 
investment portfolio. Allstate anticipates that dividends will 
continue to be paid to Sears. 

The year ahead Analysts of the property-liability insurance 
business predict that underwriting results of the industry will 
continue a downward trend in 1981. Although the combined 
ratio of claims and expenses to premiums earned for Allstate’s 
property-liability insurance business may rise in 1981, it is 
expected that any such change will be moderate. Keen 
competition in the insurance industry together with regulatory 
and consumer pressures on prices and pricing systems will be 
deterrents to obtaining adequate premium rates. Rate 
increases will not be sufficient to fully offset the anticipated 
increase in claim costs. The price of gasoline and the supply 
situation, however, may have a favorable effect on auto 
insurance claim frequency but any further decline will probably 
be less than experienced in the past several years. 

Investment income should show a gain again in 1981 but at a 
lesser rate of increase than in past years. Additional funds 
generated by operations will become available for investment 
and also favorable yields on newer investments should tend to 
increase the yield of the portfolio overall. Net income from life 
insurance is expected to grow along with an increase in 
business volume. 
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Allstate Group 
Statements of Income 


millions 


Year Ended December 31 


1980 

1979 

1978 

Revenues 

Property-liability insurance premiums earned 

$5,285.4 

$4,927.1 

$4,497.7 

Life insurance premium income 

257.4 

257.7 

234.2 

Financial services 

126.5 

129.4 

112.9 

Investment income, less investment expenses (note 3) 

527.9 

469.6 

393.7 

Total revenues 

6,197.2 

5,783.8 

5,238.5 

Costs and expenses 

Property-liability insurance claims and claims expense 

4,220.1 

3,882.0 

3,372.5 

Life insurance policy benefits 

191.1 

194.3 

175.0 

Policy acquisition costs 

960.3 

878.4 

833.8 

Interest expense 

69.5 

65.5 

42.7 

Other operating costs and expenses 

358.2 

357.8 

313.1 

Total costs and expenses 

5,799.2 

5,378.0 

4,737.1 

Income before income taxes, net realized capital gains, equity in net 
income of unconsolidated companies and minority interest 

398.0 

405.8 

501.4 

Income taxes (note 2) 

3.5 

9.8 



394.5 

396.0 

414.1 

Realized capital gains, less income taxes (note 2)* 

52.5 

24.9 

15.6 

Equity in net income of unconsolidated companies 

3.9 

6.2 

.4 

Minority interest 

(.5) 

(5.3) 

(1.7) 

Group income 

$ 450.4 

$ 421.8 

$ 428.4 

'Excludes unrealized net increases in market value of marketable equity securities 

$ 76.5 

$ 79.5 

$ 36.5 

See notes to Consolidated and Allstate Group financial statements. 




Notes to Allstate Group Financial Statements millions 





Summary of significant accounting policies 
Basis of presentation 

The combined financial statements include the accounts of 
Allstate Insurance Company and Allstate Enterprises, Inc., 
(wholly owned subsidiaries of Sears, Roebuck and Co.) and all 
of their domestic and Canadian subsidiaries (excluding PMI 
Mortgage Insurance Co. and Allstate Savings and Loan 
Association, which have been combined with other entities to 
form the Seraco Group) engaged in property-liability insurance, 
life insurance and financial services activities. Investments in 
other subsidiaries and in companies in which ownership 
exceeds twenty percent, and in which the company has 
significant influence over the operations of the investee, are 
carried on the equity method. 

Investments 

Bonds and redeemable preferred stocks are carried at 
amortized cost; other preferred and common stocks are 
carried at quoted market values; investments in real estate are 
primarily accounted for by the equity method; mortgage loans 
and other investments are carried primarily at amortized cost. 


For preferred (excluding redeemable preferred) and common 
stocks, the difference between cost and market, less deferred 
income taxes and minority interest, is reflected in capital. 

Realized capital gains and losses are determined on a specific 
identification basis. 

Income taxes 

Deferred income taxes arise from timing differences between 
income reported for federal income tax and financial statement 
purposes. Income taxes are provided on income of minority 
owned affiliates accounted for on the equity method at rates 
which reflect the expected method of realization. Deferred 
income taxes may also arise from unrealized capital gains or 
losses on marketable equity securities. Investment tax credits 
are reflected as a reduction of income taxes (flow-through 
method). 

Property-liability insurance 

Certain costs of acquiring insurance business, principally 
agents’ compensation and premium taxes, are deferred and 
amortized to income as premiums are earned. 
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Allstate Group 

Statements of Financial Position 


millions 


December 31 


1980 

1979 

Assets 

Investments {note 3) 

Bonds and redeemable preferred stocks (estimated market $4,466.7 and $5,047.0) 

State and municipal 

$ 4,510.2 

$4,149.4 

Other 

1,555.2 

1,578.2 


6,065.4 

5,727.6 

Preferred stocks {cost $123.8 and $141.3) 

69.3 

99.1 

Common stocks (cost $1,038.6 and $764.1) 

1,365.7 

918.6 

Mortgage loans 


445.9 

Other 


175.3 

Total investments 

8,206.3 

7,366.5 

Cash 

84.5 

64.3 

Finance receivables (note 4) 


705.5 

Premium installment receivables 

598.8 

565.0 

Deferred policy acquisition costs 

260.5 

239.5 

Property and equipment 


233.2 

Accrued investment income 

119.0 

106.8 

Investments in unconsolidated companies 

98.4 

95.3 

Other assets 

266.4 

264.9 

Total assets 

10,533.4 

9,641.0 

Liabilities 

Reserve for property-liability insurance claims and claims expense 

3,660.8 

3,385.6 

Reserve for life insurance policy benefits 

812.5 

746.2 

Unearned premiums 

1,889.0 

1,753.5 

Notes payable 

574.6 

633.0 

Claim drafts outstanding 

140.3 

132.0 

Income taxes 

340.3 

239.5 

Other liabilities and accrued expenses 

316.3 

302.9 

Total liabilities 

7,733.8 

7,192.7 

Capital (notes 3 and 6) 

$ 2,799.6 

$2,448.3 


Premiums are deferred and earned on a pro rata basis over the 
terms of the policies. 

The reserve for claims and claims expense is an accumulation 
of the estimated amounts, before estimated salvage and 
subrogation recoveries which are separately accrued, 
necessary to settle all outstanding claims, based upon the facts 
in each case and the company’s experience with similar cases. 

Life insurance 

Certain costs of acquiring insurance business, principally 
agents’ compensation, medical examinations and inspection 
report fees, are deferred and amortized to income in proportion 
to the estimated premiums on such business. 


Life insurance premiums are recognized as income when due. 
Policy benefit reserves established from such premiums have 
been computed by the net level premium method based upon 
estimates, at the time the policies were issued, of future 
investment yields, withdrawals, mortality and other 
assumptions which include proper margin for adverse 
deviations. 

Financial services 

Revenues from finance installment receivables are recognized 
as earned income using the rule-of-78’s. 
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Allstate Group 

Statements of Changes In Financial Position 


millions 


Year Ended December 31 


1980 

1979 

1978 

Source of funds 




Group income 

$450.4 

$421.8 

$ 428.4 

Increase in insurance reserves 

341.5 

424.0 

483.8 

Increase (decrease) in unearned premiums 

135.5 

32.2 

(241.1) 

Decrease (increase) in premium installment receivables 

(33.8) 

(5.2) 

273.5 

Depreciation 

26.3 

27.0 

24.6 

Deferred income taxes 

11.3 

20.4 

36.8 

Change in other operating assets and liabilities 

1.7 

(70.9) 

55.7 

From operations 

932.9 

849.3 


Increase (decrease) in borrowings 

(58.4) 

9.7 


Total source 

$874.5 

$859.0 

$1,163.0 

Use of funds 

Dividends paid 

$190.0 

$175.0 

$ 155.0 

Increase in investments at cost 

677.6 

632.4 

870.8 

Net additions to property and equipment 

39.7 

40.8 

29.5 

Increase (decrease) in finance receivables 

(52.6) 

7.4 

99.8 

Net capital transactions 

(.4) 

1.8 

8.0 

Increase (decrease) in cash 

20.2 

1.6 

(-1) 

Total use 

$874.5 

$859.0 

$1,163.0 

See notes to Consolidated and Allstate group financial statements. 




Notes to Allstate Group Financial Statements, continued 



Related party transactions 

Insurance premiums include transactions with Sears. The effect 

effective federal income tax rate is as follows: 

Year Ended December 31 

on premiums and net income is not material. 


1980 

1979 1978 

1. Reinsurance 

The company assumes and cedes insurance to participate in 
the reinsurance market, limit its maximum loss and minimize 

Statutory federal income tax rate 

46 0% 

46.0% 48.0% 

Tax exempt income 

(28.4) 

(26.4) (21.4) 

Dividends received deduction 

(9.7) 

(8 3) (5.7) 

Life insurance company exclusions and deductions (19) 

(2.0) (2.0) 

exposure on large risks. Reinsurance ceded arrangements do 
not discharge the company as the primary insurer. 

Other 

(-9) 

(2.7) (9) 

Effective federal income tax rate 

5.1% 

6.6% 18.0% 

At December 31, 1980 and 1979, insurance reserves are 
shown net of amounts ceded to other insurers of $385.4 and 
$289 million for claims and claims expense and $104.6 and 
$116.7 million for unearned premiums. 

Income tax expense is as follows: 

Year Ended December 31 


1980 

1979 1978 

2. Income taxes 

Deferred income taxes payable (including a deferred tax 
liability of $123.6 million and $39.3 million on net unrealized 

Provision 



Current 

$12.6 

$ 9 2 $57 2 

Deferred 



Deferred policy acquisition costs 

9.7 

13.3 4 9 

gains on marketable equity securities) were $320 million and 
$224.4 million at December 31,1980 and December 31,1979, 
respectively. 

Salvage and subrogation recoverable 

6.6 

3.7 5 3 

Tax effect of loss carryforward 

— 

— 14.5 

Other 

(5.0) 

3.4 12.1 

A reconciliation of the statutory federal income tax rate to the 

Financial statement income tax provision 

$23.9 

$29.6 $94 0 

Classification 




Taxes on income 

$ 3.5 

$ 98 

$87.3 

Taxes on realized capital gams 

20 4 

19 8 

6.7 

Financial statement income tax provision 

$23 9 

$29.6 

$94.0 


Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 














Under the Life Insurance Company Tax Act of 1959, the 
company is entitled to exclude certain amounts from taxable 
income; such amounts are accumulated in a “policyholder 
surplus” account, and except for certain limitations, are not 
subject to income taxes unless distributed to shareholders. The 
company has no present plan to distribute amounts from the 
“policyholder surplus” account; therefore, no provision for 
income taxes has been made on such accumulated amounts of 
approximately $196 million as of December 31. 1980. 


3. Investments 

Investment income by category of investment is detailed 

below._ Year Ended D ecember 31 

1980 1979 1978 


Investment income 


Bonds and redeemable preferred stocks 

$434.6 

$383.1 

$327 6 

Preferred stocks 

8.7 

11.0 

11.2 

Common stocks 

52.3 

47.9 

37.1 

Mortgage loans 

41.3 

38.2 

31 4 

Other investments 

2.6 

(1.6) 

(2.3) 

Investment i tcome before expenses 

539.5 

478 6 

405 0 

Investment expenses 

11.0 

9.2 

87 

Foreign exchange (gain) loss 

.6 

(2) 

2.6 

Investment income, less investment expenses 

$527.9 

$469 6 

$393 7 


Unrealized capital gains and losses on marketable equity 
securities included in Group capital at December 31,1980 are 
as follows; 



Cost 

Market 

Value 

Gross 

Unrealized 

Gams (Losses) 

Net 

Unrealized 

Gams 

(Losses) 

Preferred stocks 

$ 123 8 

$ 69.3 

$ — 

$(54.5) 

$(54 5) 

Common stocks 

1,038.6 

1.365.7 

391.0 

(63.9) 

327.1 


1,162.4 

1.435.0 

391.0 

(118.4) 


Deferred income tax and minority interest 






4. Finance receivables 

Installment receivables, primarily secured by first liens, are as 
follows: 

December 31 



1980 

1979 

Automobiles and light trucks 

$595.0 

$663.3 

Boats and recreational vehicles 

39.6 

50 0 

Improved real estate 

59.1 

51.5 

Personal 

17.2 

23.3 


710.9 

788 1 

Less Unearned finance charges 

110.5 

114.0 

Allowance for losses 

1.8 

2.0 


598.6 

$672.1 


Other finance receivables of $54.3 million and $33.4 million at 
December 31, 1980 and 1979, consists of secured loans to 
affiliates. 


Contractual maturities of installment receivables at December 
31. 1980 are as follows: 1981, $320.6 million; 1982, $217.5 
million; 1983 and subsequent, $172.8 million. Experience has 


shown that many of the installment receivables will be paid 
prior to contractual maturity dates. Accordingly, the 
contractual maturities as listed should not be regarded as a 
forecast of cash collections. In 1980, 1979 and 1978, cash 
collections of finance installment receivables approximated 66, 
66 and 67 per cent, respectively, of the average outstanding 
balance of such receivables during the year. 

5. Business segments 

The Allstate Group, through a variety of companies, is 
authorized to sell property-liability and life insurance in all 50 
states, the District of Columbia, Puerto Rico, Virgin Islands and 
Canada. To a limited extent the Group is engaged, through 
affiliates, in the insurance business in Europe, Mexico and 
Japan. Financial services activities are conducted within the 
United States. Business operations of the Allstate Group 
conducted outside the United States accounted for less than 
one per cent of Group income during 1980. A financial 
summary of operations by business segment is set forth below: 


Year Ended December 31 



1980 

1979 

1978 

Revenues 

Property-liability insurance 

Passenger auto insurance 

$ 3.435 6 

$3,172.2 

$2,855 6 

Homeowners multiple peril insurance 

941.0 

8129 

674.7 

Other insurance 

908 8 

942 0 

967.4 

Investment income, less expenses 

437 9 

390.4 

329.9 


$ 5.723.3 

$5,317.5 

$4,827.6 

Life insurance 

347 4 

336.9 

298.0 

Financial services 

126.5 

129 4 

112.9 


$ 6,197.2 

$5,783 8 

$5,238.5 

Operating income 




Property-liability insurance 

$ 306.4 

$ 321.3 

$ 426.3 

Life insurance 

79.5 

71.8 

60.3 

Financial services 

12 1 

12.7 

14.8 


$ 398.0 

$ 405.8 

S 501,4 

Group income 

Property-liability insurance 

$ 384.7 

$ 360 6 

$ 377.6 

Life insurance 

591 

54.2 

43 4 

Financial services 

6.6 

7.0 

74 


$ 450.4 

$ 4218 

$ 428.4 

Assets (year end) 

Property-liability insurance 

$ 8.481 7 

$7,670 2 

$7,022.3 

Life insurance 

1.325.3 

1.1985 

1,049.4 

Financial services 

726.4 

772 3 

746 0 


$10.5334 

$9,641 0 

S8.817.7 


6. Dividend limitations 

Allstate anticipates that dividends will continue to be paid to 
Sears. The amount of future dividends is dependent on 
business conditions, income, cash requirements of the 
company, and other relevant factors. Under the Illinois 
Insurance Holding Company Systems Act, approximately $465 
million of retained income at year-end 1980 has no restrictions 
relating to distribution during 1981 which would require prior 
approval of the Illinois Department of Insurance. 
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group 




Seraco Group sensor management, from left; (seated) Preston Martin, Roger K. 
Lmdland, (standing) Julian H Turner, Arthur P Solomon. James R Humphrey 
and David Shute 


Formation of the Seraco Group in February 1980 recognized 
the earnings, cash flow and growth potential in commercial real 
estate equities and residential real estate finance. It united 
several ongoing and successful businesses under a new 
management organization. 
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These companies are: 

—Homart Development Co., the nation’s third largest 
developer of shopping centers: 

—Allstate Savings and Loan Association, with $3 billion in 
assets and 101 branches in California; 

—The PMI Group, which has approximately $9 billion of 
mortgage insurance in force and serves as an issuer of 
mortgage-backed securities, and 
—Allstate Enterprises Mortgage Corporation, a mortgage 
banker servicing $1.4 billion in home mortgages. 

These companies serve two primary segments of the real 
estate market. Homart develops commercial real estate, and 
the financial services companies meet the needs of the 
residential real estate market. 


Homart Project Development 


A Existing Properties 
O Under Development 
O New Business 


Seraco Group capabilities include real estate development, 
consumer savings deposits, mortgage lending, mortgage 
banking, mortgage insurance, and mortgage-backed security 
issuance. 

In its first year of operation, the Seraco Group focused on 
assembling the managerial resources and project 
developments critical to long-term success. From the outset. 
Seraco's direction has been one of diversification, strategic 
positioning for the future with existing products, the 
introduction of new products and the development of new 
market areas. 


Development diversification 

In the past 22 years, Homart produced 41 shopping centers, 
both wholly owned and joint venture interests. In 1980, 
committed “starts” of shopping centers reached an all time 
high. Seraco-identified avenues for shopping center expansion 
will include increased joint ventures and attention to America’s 
“middle markets.” 
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At the same time, Homart is launching multi-use projects, office 
buildings, business parks, and convenience goods shopping 
centers. Examples of this diversification are the 3500 Piedmont 
Office Building in Atlanta, and the Gateway Project in South 
San Francisco. Planning, research, and site acquisition begun 
last year will prompt “starts” of convenience goods centers by 
the close of 1981. 

To improve expansion opportunities and more closely monitor 
performance, Seraco restructured its development activity into 
four profit centers, each headed by a seasoned developer; 
regional shopping malls, office buildings, multi-use projects, 
and convenience goods centers. Existing center operation and 



Piedmont Oftice Building, Atlanta, Ga. 



Spring Hilt Mail interior court. Dundee, tl 


management constitute a fifth profit center. Supporting each 
profit center is more comprehensive research and screening of 
each proposed capital investment in real estate. 


Changing financial services 

Greater emphasis on research and analysis has also allowed 
Seraco to respond in an appropriate and timely manner to 
changes in the consumer market. Consumers are altering the 
ways they save and finance their homes. Seraco financial 
companies have anticipated those new consumer needs with 
new services: from telephone bill paying to second mortgages. 
Seraco financial services stimulate homeownership by directly 
influencing the consumer’s ability to secure a loan—originating 
FHA-VA and conventional loans for consumers, and lowering 
downpayments by indemnifying tenders against foreclosure 
losses. 

To assure adequate levels of lendable funds, the Seraco 
financial services companies have developed programs which 
encourage capital supply throughout the financial markets. As 
funds are recycled to generate more loans, earnings 
opportunities expand for related financial services. 

The Seraco financial services companies, in anticipation of 
housing needs, are offering new and innovative programs and 
services. 

Seraco's Savings and Loan operation offered a retail package 
in which NOW accounts were coupled with the newly 
introduced telephone bill paying system. Pioneering efforts 
were made in mortgage-backed securities, and real estate joint 
ventures with quality homebuilders were increased. Through 
the promotion of alternative instruments to the fixed rate 
mortgage, and by taking full advantage of regulatory changes, 
Seraco expanded its share of the consumer market. 

In addition, Seraco acquired Guild Savings and Loan with 
assets of $101 million in 1980. This acquisition will assist in 
rounding out Seraco's thrift activity geographically, adding 
nine branches in the Sacramento, Ca. area. 

New consumer products 

In mortgage insurance, Seraco introduced the first insurance 
program for second mortgages. This program enables tenders 
and investors to secure equity loan insurance up to 100 per 
cent coverage white allowing homeowners to draw down a 
portion of their home equity. 

Seraco was the first private “conduit” company, buying 
mortgages and selling mortgage-backed securities. Last year 
Seraco adapted this program in the mortgage revenue bond 
market, serving as Administrator and Master Servicer to 
lenders, trustees, investment bankers, and municipal 
governments. 

The Seraco Group’s mortgage banking market share 
expanded this year with the acquisition of Columbia Mortgage 
Service, Inc. This move has allowed Seraco to penetrate the 
Pacific Northwest market with five branch offices. The 
acquisition, combined with the historically strong market share 
of FHA-VA loans in the Sun Belt, makes Seraco one of the 
leaders in the mortgage banking industry in the issuance of 
GNMA securities backed by the U.S. government. 
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Seraco Group Results 


Total revenues of the Seraco Group were $419.4 million in 
1980 and $361.3 million in 1979, increases of 16.1 per cent 
and 19 per cent, respectively, from the prior years. 

Revenues from real estate rentals and services rose 30.6 per 
cent in 1980 and 13.1 per cent in 1979 and reflected the 
income from additional leased areas provided by new centers 
opened in both years and rental increases in more mature 
centers combined with an overall increase in occupancy ratios. 

Interest and fees on mortgage loans and investments increased 
12.4 per cent in 1980 and 20 per cent in 1979. The lower rate of 
increase in 1980 was due to a 54 per cent decline in new loan 
volume, a reflection of reduced housing starts and sales of 
existing homes. 

Mortgage guaranty revenues increased 10.4 per cent in 1980 
despite a downturn in residential real estate activity. Income 
from new premiums written in 1980 declined from 1979 levels, 
but renewals compensated for this decrease. Mortgage 
insurance in force at year end was $8.9 billion compared with 
$7.6 billion at year end 1979, an increase of 17.1 per cent. 
Revenues in 1979 increased 26.1 per cent over 1978 reflecting 
strength in a more normal housing market and our improving 
competitive position. 

Seraco Group income in 1980 increased 18.4 per cent to $48.8 
million following a decrease in 1979 of 35.7 per cent to $41.2 
million. 

Group income included Homart Development Co.’s gains on 
sale of property (before taxes) of $37.4 million in 1980, $2.2 
million in 1979 and $49.3 million in 1978. During 1980, Homart 
sold two wholly owned shopping centers. The 1979 gain 
resulted from the sale of peripheral land. In 1978, Homart sold 
one wholly owned center and interests in three joint ventures. 

Group income attributable to savings and loan operations 
decreased 76 per cent in 1980. This was principally due to a 32 
per cent increase of $56 million in interest expense paid on 
savings deposits and borrowings from the Federal Home Loan 
Bank which could only be partially recovered in loan portfolio 
yields. At year end 1980, the average interest rate paid on 
savings accounts was 9.1 per cent compared with 8.3 per 
cent at the end of 1979. In 1979, interest expense on savings 
accounts increased 24.8 per cent, reflecting growth in depos't 
balances, the increased cost of money and increased 
acceptance by depositors of savings certificates that are priced 
at rates measured by the money markets. 

General and administrative expenses increased 13.3 per cent 
in 1980 and 6 per cent in 1979. The major factors contributing 
to the 1980 increase were costs associated with the additional 
shopping centers in operation and normal cost escalations. 

Our share in the combined losses of joint ventures was $1.9 
million in 1980 compared with our equity in income of $2.7 
million in 1979. The decline was almost entirely due to interest 
and operating expenses incurred by four new joint venture 
shopping centers opened in 1980—a factor reflecting start up 
conditions before occupancy and rentals reach normal levels. 


The effective income tax rate for 1980 was 34.2 per cent 
compared with 38 per cent in 1979, and 34.8 per cent in 1978. 
The decrease in 1980 is primarily the result of increased capital 
gains and additional tax exempt income as a percentage of 
pre-tax income. 

Funds from operations were $81.3 million in 1980 compared 
to $72.4 million in 1979 and $83.9 million in 1978. Other 
sources of funds are principally from collection of loans, 
increases in savings accounts and increases in other 
borrowings. The principal uses of funds are for loan originations 
and development of real estate properties. 

Liquidity management is particularly key to Seraco’s savings 
and loan operation due to the relatively high leveraged position 
characterized by this business. Federal Home Loan Bank 
Board regulations require federally insured savings and loan 
associations to maintain specified liquidity levels. During 
December 1980, Seraco's savings and loan operation 
maintained average liquid assets of 7.4% of the liquidity base 
(savings accounts and other borrowings due within one year) 
compared to the 5% Federal requirement. Collections of loans, 
which include customer loan repayments and sales of loans in 
the secondary market, declined in 1980 to $292.1 million 
compared to $512 million in 1979 and $619.3 million in 1978. 
Customer loan repayments vary with the volume of loan 
prepayments and are significantly influenced by general 
economic conditions, mortgage interest rates and the 
residential real estate market. Borrowings from the Federal 
Home Loan Bank increased $121.4 million in 1980 and $154 
million in 1979. The Federal Home Loan Bank system functions 
in a reserve credit capacity for savings and loan associations. In 
general, the maximum borrowings from the Federal Home 
Loan Bank under current regulations are 50 per cent of savings 
account balances. At year end 1980, borrowings from the 
Federal Home Loan Bank were 18.5 per cent of savings 
account balances. Savings accounts increased $151.9 million 
during 1980 ($77.1 million attributable to Guild Savings and 
Loan) and $123.5 million during 1979. 

Homart’s liquidity sources for the operation and 
development of wholly-owned real estate properties, mainly 
shopping centers, are cash flows from center operations 
including gains from real estate sales and borrowings on real 
estate properties, primarily long-term debt. Joint venture 
shopping centers are developed primarily with borrowings. At 
year end 1980 joint venture shopping center properties and 
properties under development totaled $384.6 million 
compared with borrowings of $373.7 million which is 
comprised primarily of construction loans with banks of $125 
million and collateralized mortgages and other long-term debt 
of $248.7 million. Homart. with its partners, has jointly and/or 
severally guaranteed $120.8 million in joint venture borrowings 
at year end 1980. 

The financing of real estate projects in the future may require 
Homart to extend equity participation to the mortgagee. 


52 

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission. 



Seraco Group 
Statements of Income 


millions 


Year Ended December 31 


1980 

1979 

1978 

Revenues 

Rentals and services 

$ 99 4 

$ 76.1 

$ 67.3 

Interest and fees 

285.9 

254.3 

211.9 

Mortgage guaranty insurance 

34 1 

30.9 

24.5 

Total revenues 

419.4 

361.3 

303.7 

Costs and expenses 

Interest 

Savings accounts 

195.7 

156.8 

126.1 

Other 

56.6 

28.6 

23.6 

General and administrative 

131.1 

115.7 

109.1 

Total costs and expenses 

383.4 

301.1 

258.8 

Operating income 

36.0 

60.2 

44.9 

Gain on sale of property 

40.1 

3.5 


Equity in income (loss) of real estate joint ventures (note 3) 

(1.9) 

2.7 

2.8 

Income before income taxes 

74.2 

66.4 

98.3 

Income taxes (note 6) 

25.4 

25.2 

34.2 

Group income 

$ 48.8 

$ 41.2 

$ 64.1 

Statements of Changes in Financial Position 

millions 


Year Ended December 31 


1980 

1979 

1978 

Source of funds 

Group income 

S 48.8 

$ 41.2 

$ 64.1 

Depreciation and amortization 

16.7 

14.2 

12.8 

Deferred income tax 

9.1 

14.3 

4.1 

Increase in unearned premiums and claim reserves 

4.8 

5.4 

5.7 

Equity in (income) loss of real estate joint ventures 

1.9 

(2.7) 

(2 8) 

From operations 

81.3 

72.4 

83.9 

Collection of loans 

304.9 


648.1 

Increase in borrowed funds 



248.0 

Capital contributions 

21.5 

7.7 

23.0 

Total source 

$610.1 

$908.1 

$1.003 0 


Use of funds 

Loan originations 

$418.6 

$820.8 

$ 838.0 

Purchase and development of real estate 

89.0 

86 9 

34.9 

Increase (decrease) in cash and invested cash 

98.7 

(55 0) 

109.3 

Other 


55.4 

20.8 

Total use 

$610.1 

$908.1 

$1,003.0 

See notes to Consolidated and Seraco Group financial statements 
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Seraco Group 

Statements of Financial Position 


millions 


December 31 


1980 

1979 

Assets 



Mortgage and other loans (note 2) 

$2,632.6 

$2,423.5 

Other receivables 

49.9 

12.6 

Bonds, notes and preferred stock, at amortized cost (estimated market $ 117.4 and $ 136.8) 

145.5 

136.7 

Rental properties (note 1) 

413.5 

350.2 

Investments in and advances to real estate joint ventures (note 3) 

35.3 

24.1 

Prepaid expenses and other assets 

34.4 

48.0 

Office properties and equipment 

59.3 

49.6 

Cash and invested cash 

267.7 

169.0 

Total assets 

3,638.2 

3,213.7 

Liabilities 

Savings accounts (note 5) 

2,275.6 

2,123.7 

Advances from Federal Home Loan Bank (note 4) 

420.5 

287.7 

Long-term debt on real estate investments (note 4) 

233.2 

230.2 

Notes payable 

54.9 

51.6 

Distributions and losses in excess of profits and amounts invested in real estate joint ventures 
(note 3) 

18.4 

14.1 

Unearned premiums and claims reserves 

29.1 

24.3 

Deferred income taxes 

58.8 

49.7 

Other liabilities 

90.4 

44.8 

Total liabilities 

3,180.9 

2,826.1 

Capital 

$ 457.3 

$ 387.6 

See notes to Consolidated and Seraco Group financial statements 


Notes to Seraco Group Financial Statements millions 


Summary of significant accounting policies 
Basis of presentation 

The combined financial statements include the accounts of 
Seraco Enterprises, Inc. and five companies, which invest in, 
develop and operate real estate and perform financial services. 

The fiscal year of Seraco Enterprises, Inc ends on January 31. 

The real estate operations, which consist principally of 
development, operation and management of shopping centers 
and other commercial properties, are conducted by Homart 
Development Co (Homart) whose fiscal year ends on January 
31. Homart carries its investment in joint ventures at cost plus 
its undistributed share of earnings and losses since inception. 


Financial services consist of savings and loan, mortgage 
banking and mortgage guaranty insurance, which are 
conducted by Allstate Savings and Loan Association, PM I 
Mortgage Corporation, Allstate Enterprises Mortgage 
Corporation, and PMI Mortgage Insurance Co. The fiscal years 
of these companies end on December 31. 

Real estate 

Percentage rental revenue is based on tenant sales and is 
recognized in the period in which the sales occur. Initial leasing 
costs are deferred and amortized over a ten-year period on a 
straight-line basis. 
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Savings and loan, mortgage banking and mortgage 
guaranty insurance 

Interest on loans is credited to income as earned but only to the 
extent it is considered collectible. Generally, interest is not 
accrued on loans three or more months delinquent. Loan 
origination and commitment fees are recognized as income 
when the loan is recorded. Fees for servicing loans for investors 


are recognized as income as the related mortgage payments 
are collected. 

Net mortgage guaranty insurance premiums written are taken 
into income over the policy term. Premiums on policies with 
terms of one year are amortized on a straight-line pro rata 
basis. Single premiums for terms exceeding one year are 
amortized primarily on a basis that approximates the incidence 
of risk over the policy term. 


1. Rental properties at: 


December 31. 1980 



December 3i fS79 




Hela for 



Held for 




or under 



or under 



Operating 

development 

Total 

Operating 

development 

Total 

Land 

S 19 7 

$ 52 3 

S 72 0 

S 172 

$47 9 

S 65 1 

Buildings, improvements and equipment 

329 6 

1 1 

330 7 

309 0 

— 

309 0 

Construction, project and development costs 

— 

67 3 

67 3 

— 

29 0 

29 0 

Repossessed property 

— 

1 5 

1 5 

— 

9 

9 


349 3 

122 2 

471 5 

326 2 

77 8 

404 0 

Accumulated depreciation and amortization 

58 0 

— 

58 0 

53 8 

— 

53 8 


S291 3 

$122 2 

S413 5 

$272 4 

S77 8 

S350 2 


The amount of interest and taxes capitalized in connection with property held for or under development was $6.8 million and $4.9 
million for the years ended December 31, 1980 and 1979, respectively. 


2. Loans receivable classified as to type of collateral, are as 
follows: 




December 31 


1980 

1979 

Real estate loans—collateralized by first trust deeds 

Loans on residential properties with one to 

four units $1,957 3 

$1.762 4 

Loans on residential properties with more 
than four units 

506 0 

507 3 

Loans on business properties 

79 4 

77 0 

Loans held for sale 

23 5 

27 9 

Other 

93 

74 

Property improvement loans 

113 1 

133 8 

Loans to individuals—savings accounts 
pledged as collateral 

51 1 

57 0 


2.739 7 

2.572.8 

Less 

Undisbursed loan funds 

56 5 

84 3 

Unamortized loan discounts 

45 3 

59 0 

Allowance for estimated losses 

5.3 

60 


$2,632 6 

$2,423 5 


The initial contract term for residential loans normally ranges 
from 25 to 30 years; however, because of refinancing and 
prepayments, recent experience has indicated that the 
effective lives of residential loans typically range from 7 to 12 
years 


3. Homart real estate joint ventures 

At the end of 1980, Homart was a partner in 28 joint ventures 
formed to develop and operate regional shopping centers and 
other commercial property. Homart’s investments in and 
advances to the joint ventures are summarized below 

January 31 

1981 1980 



Total 

Net 

Equity 

Position 

Total 

Net 

Equity 

Position 

Investments and advances 

Investments 

$14 3 

$14 3 

$13 4 

$134 

Notes and advances, including 
accrued interest 

20 7 


10 4 


Accounts receivable 

3 


3 



$35 3 


$24 1 


Distributions and losses in excess of 





profits and invested amounts 


(184) 


(14 1) 

Net equity position’ 


S(4 1} 


S (7) 


•Homart’s investment in joint ventures differs from the amounts 
recorded by the ventures due to differing fiscal year ends and 
differences in bases of property contributed to the ventures. 
Homart’s equity in the joint ventures from inception through 
January 31, 1981 consists of capital contributions of $34.5 
million less cash distributions of $42 8 million and Homart's 
share of profits of $4.2 million. 
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Notes to Seraco Group Financial Statements, continued 


Homart, with its partners, has jointly and/or severally 
guaranteed $120.8 million in borrowings for joint ventures in 
which it is a partner. Condensed statements of income and of 
financial position of the combined joint ventures are presented 
as follows: 


Statements of Income 

Year Ended December 31 



1980 

1979 

1978 

Rents and other revenues 

$58 5 

S52.6 

$53 2 

Depreciation and amortization 

9.6 

7.1 

77 

Interest 

39 0 

26 8 

25 1 

Less interest capitalized 

(11.4) 

(6.5) 

(3 2) 

Olher costs and expenses 

27 4 

20 4 

20.2 


64.6 

47.8 

49 8 

Income—operating 

(6 1) 

48 

34 

—sale of property 

1.6 

1.0 

2.8 

Net income (loss) 

(4 5) 

5.8 

62 

Homart's equity in net income (loss) 

$(1.9) 

$ 2.7 

$ 2.8 

Statemen ts of Financial Position 


December 31 


1980 


1979 

Assets 

Shopping center property—net 

$274.6 


$142 2 

Property held for or under development 

110.0 


115.7 


384 6 


257 9 

Cash and marketable securities 

5.9 


77 

Receivables and other assets 

11 4 


92 

Total assets 

401.9 


274.8 

Liabilities 

Collateralized mortgages and other long¬ 
term debt (S36 6 and $31 5 million with 
recourse to Homart) 

248 7 


221 9 

Collateralized construction loans ($84 2 and 

S30 9 million with recourse to Homart) 

125 0 


44 7 

Accounts payable and accruals 

30 2 


23 4 

Joint venture payables to Homart 

153 


10.1 

Total liabilities 

419 2 


300 1 

Joint Venture Capital 

Homart 

(5 1) 


(9 6) 

Other partners 

(12 2) 


05.7) 

Total Joint Venture Capital 

$(17.3) 


$(25 3) 


4. Collateralized loans 

The advances of $420.5 million and $287.7 million to Allstate 
Savings ana Loan Association from the Federal Home Loan 
Bank at December 31, 1980 and 1979, respectively, are 
collateralized by the pledge of certain real estate loans 
receivable and capital stock of the Federal Home Loan Bank. 


The long term debt on real estate investments is collateralized 
by shopping centers with a net carrying value of $222.3 million 
and $217.3 million at December 31, 1980 and 1979, 
respectively, as well as by related tenant leases. Lenders have 
recourse to Homart on $88.8 million of the real estate debt at 
January 31, 1981 (in addition to recourse in connection with 
certain joint venture arrangements—see note 3). 

5. A summary of savings accounts by interest rate follows: 


December 31 



1980 

1979* 

5 25% negotiable orders of withdrawal 
accounts 

$ 14.2 

$ — 

5 50%—primarily passbook accounts 

465 9 

502.8 

Certificate accounts 

5 50 to 5.99% 

— 

28.9 

6.00 to 6.99% 

63.4 

108 4 

7 00 to 7 99% 

332.0 

555.6 

8.00% and over 

206 8 

61 2 

11.64% (10.76% in 1979) (weighted aver¬ 
age) money market certificates 

862.7 

661.8 

14.53% (11.71% in 1979) (weighted aver¬ 
age) $100,000 minimum certificates 

330.6 

205.0 


$2,275.6 

$2,123 7 

Average annual compounded interest rate 

9.08% 

8.34 


'Restated to conform to current year classification 


A summary of savings accounts by year of maturity follows: 


December 31 



1980 

1979 

Passbook, 90-day and matured accounts 

$ 495 5 

$ 533.1 

Certificate accounts maturing in 

1980 

_ 

998 8 

1981 

1,310.4 

180.3 

1982 

196 8 

169.3 

1983 

179.1 

122 0 

1984 

49 0 

120 2 

1985 and thereafter 

43.8 



$2,275.6 

$2,123 7 


Based on historical experience, management anticipates that a 
substantial portion of maturing accounts will be redeposited. 
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6. Income taxes 

Federal and state income taxes on operations include: 


Year Ended December 31 



1980 

1979 

1978 

Provision 

Current 

$15.2 

$12.0 

$30 6 

Deferred income taxes 

Receivable reserves 

(13) 

(2 6) 

(1 4) 

Statutory reserves 

3.4 

3 1 

— 

Depreciation 

.2 

1.7 

(4) 

Carrying cost of property 

23 

2.0 

.3 

Other 

5.6 

90 

5.1 

Financial statement income tax provision 

$25 4 

$25 2 

$34 2 

Classification 

Federal income tax 

Current 

$126 

$10 1 

$23 8 

Deferred 

9.1 

11 0 

2.1 

State income tax 

Current 

2.6 

1.9 

6.8 

Deferred 

1 1 

22 

1 5 

Financial statement income tax provision 

$25 4 

$25.2 

$34.2 

A reconciliation of the statutory federal income tax rate to the 
effective income tax rate is as follows: 

Year Ended December 31 


1980 

1979 

1978 

Statutory federal income tax rate 

46.0% 

46 0% 

48.0% 

Capital gains deduction 

(8.7) 

— 

(10.0) 

Bad debt deduction, net of preference tax 

(1 4) 

(6.4) 

(5 1) 

State income taxes, net of federal income taxes 

2.8 

34 

4.6 

Dividends received exclusion 

(9) 

(5) 

(3) 

Tax exempt income 

(3.5)‘ 

(3 2) 

(1.6) 

Other 

(.1) 

(1.3) 

(.8) 

Effective income tax rate 

34.2% 

38 0% 

34 8% 


7. Dividend limitations 

For statutory reasons, $31 million of retained earnings of the 
Group is unavailable for dividend payments. 

The Savings and Loan Association qualifies under provisions of 
the Internal Revenue Code for a deduction of bad debts based 
on a percentage of taxable income before such deduction. For 


that reason, approximately, $2, $11 and $12 million of pre-tax 
income in 1980, 1979 and 1978, respectively, was taken into 
capital without having been subject to income taxes. At 
December 31, 1980, capital includes approximately $130 
million which, if distributed, would be subject to income tax at 
the then prevailing corporate rates. The Association has no 
present plan to distribute amounts which would create 
additional income tax liabilities. 

8. Business segments 

Following are the revenues, operating income, group income 
and assets, attributable to each of Seraco's business 
segments. 

Year Ended December 31 



1980 

1979 

1978 

Revenues 

Real estate 

S 99 4 

$ 76 1 

S 67 3 

Savings and loan, mortgage banking 
and mortgage guaranty insurance 

320 0 

285 2 

236 4 


4194 

361.3 

303 7 

Operating income 

Real estate 

16 0 

19 4 

80 

Savings and loan, mortgage banking 
and mortgage guaranty insurance 

20 0 

40 8 

36 9 


36 0 

60.2 

44 9 

Group income 

Real estate 

32.6 

12 7 

40 1 

Savings and loan, mortgage banking 
and mortgage guaranty insurance 

16 2 

28 5 

24 0 


48 8 

41 2 

64 1 

Assets (year end) 

Real estate 

549 4 

444 6 

402 9 

Savings and loan, mortgage banking 
and mortgage guaranty insurance 

3,088 8 

2.769 1 

2.461 5 


$3,638 2 

$3.213 7 

$2,864 4 
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Equal Opportunity Report 


During the past two years, Sears reduced its work force by 
68,956 persons which represents a 17.4 per cent decline. In 
this same time span, the proportion of minorities in our total 
work force has increased from 19.9 per cent to 20.8 per cent. 
Blacks now represent 13.9 per cent of total employment and 
Hispanics represent 5.6 per cent. 

During the same period of substantial employment reductions, 
Sears reduced the number of Officials and Managers positions 
by 10,249 or 20 per cent. In spite of this reduction, the 
proportion of women and minorities in the Officials and 
Managers category grew. Women now hold 37.8 per cent of 
these positions, Blacks hold 7.3 per cent and Hispanics hold 
3.2 per cent. With full recognition that women and minorities 
tend to have shorter service as Officials and Managers, we 
believe these figures to be very significant in the instance of 
such major work force reductions. 


Sears movement of women and minorities into management 
positions has far exceeded gains made by those groups 
nationally. The women’s share of such jobs in Sears is almost 
one and a half times greater than in the national workforce, and 
the minority share, which has not even doubled nationally since 
1966, has grown tenfold in Sears. 

In addition, Sears has continued both Tower Ventures, Inc., its 
Minority Enterprise Small Business Investment Company which 
provides basic services for businesses owned by disadvantaged 
Americans, and its prog ? g ms to expand purchases from firms 
owned and operated by women and minorities. 

True commitment to Affirmative Action should not be 
measured by management rhetoric but by results. Sears is 
proud to demonstrate beyond question a total and continuing 
dedication to this area of business responsibility especially in 
this difficult economic climate. 


Percentage of Female and Minority Employes in Each EEOC Job Category 

(Categories as defined by Equal Employment Opportunity Commission) 

Employes in 

American each job 


Job Categories 

Female % 

Black % 

Hispanic % 

Asian/Pacific 
Islander % 

Indian/Alaskan 
Native % 

category (in 
thousands) 

Date 

Feb. 

•66 

Jan. 

'81 

Feb. 

’66 

Jan. 

’31 

Feb. 

'66 

Jan. 

’81 

Feb. 

’66 

Jan. 

’81 

Feb. 

’66 

Jan. 

’81 

Feb. 

’66 

Jan. 

’81 

Officials and Managers 

20.0 

37.8 

.4 

7.3 


3.2 

.2 

.6 

.1 

.3 

33.4 

41.0 

Professionals 

19.2 

48.7 

.8 

8.1 

.4 

3.3 

.5 

1.6 

.0 

.1 

1.3 

2.9 

Technicians 

48.1 

53.9 

1.1 

16.4 

.7 

4.9 

1.5 



.3 

1.5 

2.5 

Sales Workers 

56.9 

65.1 

3.2 

11.8 

1.5 

5.1 

.6 

.9 

.1 

.3 

98.7 

107.5 

Office and Clerical 

86.0 

86.3 

3.1 

13.6 

2.0 

5.7 

.6 

1.2 

.1 

.2 

78.6 

84.7 

Craft Workers 

3.8 

8.5 

2.8 

9.6 

2.8 

5.9 


1.2 

.1 

.4 

20.8 

27.0 

Operatives 

12.0 

12.7 

13.8 

22.8 

3.5 

7.9 

.8 

1.0 

.1 

.3 

23.4 

10.0 

Laborers 

34.3 

36.0 

18.4 

24.9 

6.5 

8.1 

.3 

.9 

.1 

.4 

15.2 

39.8 

Service Workers 

32.3 

40.4 

44.9 

25.7 

2.0 

8.4 

.5 

1.3 

..1 

.3 

9.9 

10.8 

All Categories 

50.7 

56.3 

5.9 

13.9 

2.1 

5.6 

.6 

1.0 

.1 

.3 

282.8 

326.2 


Table compares Sears present employment figures with those in first report after Title VII. During 1980, approximately 900 officials and 
managers were reclassified as professionals and technicians to conform to current standards. 
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Allstate Group Officers 


Allstate Life Insurance 

Raymond H. Kiefer 

President 


Archie R. Boe 

Chairman and Chief 
Executive Officer 

Robert B. Sheppard 

Vice Chairman 

Richard J. Haayen 

President 

John K. O’Loughlin 

Senior Executive 
Vice President, 

Field Administration 

H. Galen Allen 

Senior Vice President, 
Administration 

Albert W. Bilgen 

Senior Vice President, 

Operations 

Wayne E. Hedien 

Senior Vice President and 
Treasurer 

Dwight H. Livingstone 

Senior Vice President, 

Personnel 

Mark A. Poss 

Senior Vice President, 

Finance 

Donald L. Schaffer 

Senior Vice President, 

Secretary and 
Genera! Counsel 

John S. Trees 

Senior Vice President, 

Personal Insurance Lines 

Fay W. Hamilton 

Group Vice President, Services 

Field Executive Vice Presidents 

Daniel J. Begley, 

Eastern Zone 

Edward J. Blackburn, 

Midwest Zone 

John D. Callahan, 

Southern Zone 

Herbert E. Lister, 

Western Zone 


Vice Presidents 

Roy R. Anderson 
Joseph R. Aspland 
J. Melfort Campbell 
Ronald E. Cramer 
Rex C. Davis 
Norbert A. Florek 
Donald J. Ford 
John B. Gragnola 
Stanley E. Green 
James H. HeaEd 
Joe L. Howell 
Warren C. Jenkins, M.D. 
Carl F. Krieg 
Robert Leys 
Richard C. Lonergan 
J. Allan McNichol 
Robert E. Menick 
William G. Nissen, Jr. 
Patrick L. O’Donnell 
William H. Owen 
Carl R. Patek 
Robert W. Pike 
Theodore J. Rupley 
Lawrence H. Williford 
H. Ross Workman 

Daniel C. Plummer 

Parent Controller 

Ned C. Whitmore 

Reid Controller 


Robert L. Roberts 

Executive Vice President, 
Group Insurance 

Paul J. Overberg 

Senior Vice President and 
Chief Actuary 


Benjamin A. Currier, Jr. 
Delos F. Kemp 
David E. McPherson 
Robert W. Ogden 
Merwin E. Soper 
Sherman M. Wolff 


Northbrook Property and 
Casualty 


Northbrook Excess and 
Surplus 


Robert L. Agnew 

President 


Vice Presidents 


Jerome O. Crowley 
Daniel W. Kummer 


Other Subsidiaries 


Gerald J. Fournier 

President, 

Allstate of Canada 

J. Melfort Campbell 

President, 

Allstate International Inc. 

Donald B. Cameron 

President, Tech-Cor, Inc. 

Robert E. Pittman 

Vice President, 

Allstate Enterprises, Inc. 

James H. Heald 

President and Treasurer, 
Allstate Financial Corporation 

Charles D. Baker 

Chairman, 


Robert A. Leibold 

President 

Ted H. Hull 

Senior Vice President 

Vice Presidents 

Goodwin Clark, Jr. 
Hugh Gaynor 
Gareth B. Geering 
Laurence P. O’Connor 
Donald K. Shanks 
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Harbridge House, Inc. 

Chester W. Schirmer 

President, 

Schirmer Engineering 
Corporation 


Robert S. Seiler 

Senior Vice President, 
Secretary and 
Genera! Counsel 


Vice Presidents 
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Merchandise Group Officers 


Edward A. Brennan 

Chairman and 
Chief Executive Officer 

Joseph T. Moran, Jr. 

Senior Executive 
Vice President, 
Mercnandising 

Henry D. Sunderland 

Senior Vice President, 
Administration and Planning 

William I. Bass, Jr. 

Executive Vice President, 
Eastern Territory 

M. E. Burkholder 

Executive Vice President, 
Midwestern Territory 

William C. Lochmoeller 

Executive Vice President, 
Western Territory 

Thomas D. Neal 

Executive Vice President, 
Southern Territory 

Randolf H. Aires 

Vice President, 

Government Affairs 

Charles F. Bacon 

Vice President, 

Personnel 


Seraco Group Officers 


Preston Martin 

Chairman and 
Chief Executive Officer 

Roger K. Lindland 

Senior Vice President, 
Operations 

David Shute, 

Senior Vice President, 
Legal and Secretary 

James R. Humphrey 

Vice President, 

Real Estate 


Joseph H. Batagowski 

Vice President, 

Automotive and Recreation 

Charles A. Carlson 

Vice President, 

Data Processing and 
Communications 

John R. Easter 

Vice President, 

Home Fashions 

Joseph N. Fisher 

Vice President, 

Merchandise Support 

Gene L. Harmon 

Vice President, 

Public Affairs 

Wayne T. Holsinger 

Vice President, 

Women’s Apparel and 
Accessories 

Claude M. Ireson 

Vice President, 

Facilities Planning 

Robert L. Johnson 

Vice President, 

Men’s Apparel 


Raymond A. Kennedy 

Vice President and 
General Credit Manager 

Charles F. Moran 

Vice President, 

Operating 

John R. Parsons 

Vice President, 

Home Improvement 

Richard P. Robinson 

Vice President and 
General Counsel, 
Merchandise Group 

Robert R. Thompson 

Vice President, 

Home Appliances 

George F. Tidmarsh 

Vice President, Physical 
Distribution and Logistics 

John F. Waddle 

Vice President, 

Children’s Apparel 

Jack F. Wirth 

Vice President and 
Comptroller, 

Merchandise Group 

Robert E. Wood II 

Vice President, 
Advertising and Sales 


Robert M. Schaffner 

Vice President and 
Treasurer 

Henry E. Schubert 

Vice President and 
Controller 

Arthur P. Solomon 

Vice President, 

Planning and Research 

Julian H. Turner 

Vice President, 

New Business 


Other Subsidiaries 

Alan E. Marshall 

President and 
Chief Operating Officer, 
Allstate Enterprises 
Mortgage Corporation 

John J. Detterick 

Chairman and 
Chief Executive Officer, 
Allstate Savings and 
Loan Association 

Preston Martin 

Chairman and 
Chief Executive Officer, 
Homart Development Co. 


International 

Thomas B. Sweeney 

Vice President, 
International Operations 
and President, 

Sears, Roebuck S.A. 
(Central America) 

Andrew A. Falk 

President, 

Sears, Roebuck 
de Espana, S.A. 

Jorge Lem us 

President, 

Sears, Roebuck 
de Mexico, S.A. de C.V. 

Fred A. Leisering 

President, 

Sears, Roebuck 
del Peru, S.A. 

Donald S. Jones 

President, 

Sears, Roebuck 
de Puerto Rico, Inc. 

Schuyler C. Pulford 

President, 

Sears, Commercio e 
Ser vicos Tecnicos, 
Limitada (Brazil) 

John S. Babcock 

President, 

Sears, Roebuck 
de Venezuela 


Edwin N. Homer 

President and 

Chief Operating Officer, 

Homart Development Co. 

H. Robert Bartell, Jr. 

Chairman and 

Chief Executive Officer, 

PMI Group of Companies 

Gerald E. Niemeyer 

President and 
Chief Operating Officer, 
Allstate Savings and 
Loan Association 
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Sears, Roebuck and Co. Directors and Officers 


Board of Directors 


Edward R. Telling 

Chairman of the Board, 
President and 
Chief Executive Officer 

William O. Beers 

Former Chairman of the Board 
and Chief Executive Officer, 
Kraft, Inc , processor of dairy 
and other food products 

Archie R. Boe 

Chairman and 
Chief Executive Officer, 
Allstate Group 

Edward A. Brennan 

Chairman and Chief Executive 
Officer, Merchandise Group 


Donald F. Craib, Jr. 

Vice Chairman of the Board, 
Corporate Administration 

E. Mandeli de Windt 

Chairman of the Board and 
Chief Executive Officer, 

Eaton Corporation. 
manufacturer of components 
for transportation and industry 

Luther H. Foster 

President, 

Tuskegee Institute 

Richard M. Jones 

Vice Chairman of the Board, 
Chief Financial Officer 


Joseph T. Moran, Jr. 

Senior Executive Vice President, 
Merchandise Group 

Norma Pace 

Sen*or Vice President, 

American Paper Institute, Inc. 

Clarence B. Rogers, Jr. 

Vice President and Group 
Executive—General Business 
Group, International Business 
Machines Corporation 

Julius Rosenwald II 

Business Consultant 


Donald H. Rumsfeld 

President and Chief 
Executive Officer, 

G. D. Searfe & Co., 
producer of health care products 

William I. Spencer 

President and Chief 
Administrative Officer , Citicorp 

Edgar B. Stern, Jr. 

Chairman of the Board 
and President, 

Royal Street Corporation, 
real estate, venture capital, 
and general investments 

Arthur M. Wood 

Former Chairman of the Board 
and Chief Executive Officer 


Committees of the Board 


Executive Committee 

Edward R. Telling, Chairman 
William O. Beers 
Archie R Boe 
Edward A. Brennan 
Donald F. Craib, Jr. 

Richard M Jones 
Joseph T. Moran, Jr. 

Julius Rosenwald II 
Donald H. Rumsfeld 
Edgar B. Stern, Jr 
Arthur M. Wood 


Finance Committee 

Richard M Jones, Chairman 
William O. Beers 
Archie R Boe 
Edward A. Brennan 
Donald F. Craib, Jr. 

E. Mandeli de Windt 
Norma Pace 
William I. Spencer 
Edgar B. Stern, Jr 
Edward R. Telling 
Arthur M. Wood 

Compensation Committee 

William O. Beers, Chairman 
E. Mandeli de Windt 
Edgar B. Stern, Jr. 

Arthur M Wood 


Audit Committee 

William I. Spencer, Chairman 
Luther H Foster 
Norma Pace 
Clarence B. Rogers, Jr. 
Donald H. Rumsfeld 

Nominating and Proxy 
Committee 

Edward R Telling, Chairman 
William O. Beers 
William I. Spencer 
Edgar B. Stern, Jr. 

Arthur M. Wood 


Public Issues Committee 

Norma Pace, Chairman 
Archie R. Boe 
Donald F Craib, Jr. 

Luther H. Foster 
Clarence B. Rogers, Jr. 

Julius Rosenwald II 
Edward R. Telling 

Trustees of The Savings and 
Profit Sharing Fund of 
Sears Employes 

Arthur M Wood, Chairman 

W. Wallace Tudor, Vice Chairman 

Roger E. Anderson 

Archie R Boe 

Silas S. Cathcart 

Gaylord Donnelley 

Edward R. Telling 

E. Leland Webber 


Corporate Officers 


Edward R. Telling 

Chairman of the Board, 
President and 
Chief Executive Officer 

Donald F. Craib, Jr. 

Vice Chairman of the Board, 
Corporate Administration 


Richard M. Jones 

Vice Chairman of the Board. 
Chief Financial Officer 

Robert F. Gurnee 

Vice President and Treasurer 

Charles W. Harper 

Vice President and Secretary 


W. Clayton Hicks 

Vice President and 
Corporate Comptroller 

Philip M. Knox, Jr. 

Vice President and 
Corporate General Counsel 


David P. Norum 

Vice President, Taxes 

Philip J. Purcell 

Vice President, 
Corporate Planning 


Other Corporate Subsidiaries 


David V. Dootaon 

President, 

Sears Investment 
Management Co. 


Albert W. James, Jr. 

President, 

Sears Roebuck 
Acceptance Corp. 
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